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FINANCIAL TIMES
‘Catastrophe’ fears
in Sarajevo as
water supply fails
Relief workers warned of an impending
“catastrophe” in the besieged Bosnian capital
Sarafoo as supplies of food and medicine have
dwindled and conditions deteriorated. Relief offi-
ce15 have expressed concern about outbreaks
of typhoid and dysentery because there is no
electricity to pump water.
Serb forces meanwhile pounded the town as

fighting between Croat and Moslem forces erupted
on new fronts in central Bosnia Report, Page 2

Nacflr millions: Fugitive businessman Asil
Nadir misappropriated as much as £565m from
banks, bondholders and shareholders in the last
few years of his chairmanship of Polly Peck Inter-
national. Page 12? Former law lord urges inquiry.
Page 5

Afldaw sot to fall: Armenian forces from the
territory of Nagorno-Karabakh closed in on Azerbai-
jan town of Agdam which came under heavy
shelling and is now likely to fall within 24 hours.
Page 2

Merger rumours denied: Britain's General
Electric Company and British Aerospace ffigmiaapH

as speculation a weekend press report that they
were holding preliminary talks that could lead
to a merger of their defence interests. Page 13

Voftswagen group vice-chairman Daniel
Goeudevert has been squeezed out of his post
as a result of a “structural reorganisation”. He
will leave at the end of July by “mutual agree-
ment". Page 13

Toray to open £SOm UK plant: Toray, Japan’s
biggest textiles company, on Wednesday opens
a £50m weavingmill in Nottinghamshire, central

England, the area's biggest ever inward investment
project after Toyota’scarplant in Derby. Page 5

Land Rover piano IIS sales drive: Land
Rover North America outlined plans to quadruple
annual sales to 16,000 when its Discovery model
goes on sale in the OB next year. Page 14

European Monetary System: The D-Mark
maintained its position in the exchange rate mecha-
nism's grid despite last week’s interest rate cuts,

which were led by a larger-fhan-expected easing

by the Bundesbank. At the top of the grid, the

peseta and the escudo were competing for first

place. The remaining rankings were rmrihflngetL

Germany faces more pressure to ease rates. Page
4; Currencies, Page 23 - 7 *

EMSsGrtd

The chart shows the member currencies of the

exchange rate mechanism measured against the

weakest currency in the EMS’s narrow 2^5per
cent fluctuation band. In practice, currencies in

the narrow band cannot rise more than 2.25 per

cent from the weakest currency in that part of

the system. The Spanish peseta and Portuguese

escudo operate with 6 percentfluctuation bands.

London traffic chaos fears: The controversial

security cordon around the City of London faces

its first test today amid fears that the scheme

could cause widespread congestion. Page 12

Egypt wants cleric; Egypt is seeking the

extradition from the US of New Jersey-based

Islamic preacher Sheikh Omar Abdul-Rahman,

some of whose followers were arrested last month

in a thwarted terrorist plot Page 4

Nuclear plant for Iran: China agreed to help

Iran build a 300 megawatt nuclear power plant.

Both countries said it would only serve peaceful

purposes.

Philippine death toll rises: At teast27l

pilgrims are now known to have drowned when

a Philippine floating shrine collapsed and sank

on Friday in Bocaue river north of Manila.

Champion Sampras: World No 1 Pete Sampras,

21, won the Wimbledon men’s singles tennis title

beating world No 2 Jim Courier, 22, 7-6, 7-6, 3-6,

6-3 in the first all-American final since 1984.

Th« chancellor’s dilemma: an inside view
How did Britain s public

finances get OUt Of

control? What should

the government do

now? How should Ken-

neth Clarke, the new
chancellor of the exche-

quer, shape his Novem-

ber budget? BUI Robin-

son (left), former director

of the Institute for

Fiscal Studies and

special adviser to chan-

cellor Norman Lamont from Fe.^J
the cabinet reshuffle in May, will offer some

answers in an FT eight-part summer senes, to

his first article tomorrow.

do current problems compare with the cnslsoi^

1976? Thereare, he concludes, alarming similarities.

Correetfcm: The German Lombard a^discomat

rateswere transposed in a front page chart m

some editions of Friday's paper.
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Mickey Mouse back in China - on best behaviour
By Tony Walker in Bei£ng

MICKEY MOUSE and Donald Duck are
bads In China - but their behaviour
must be politically and socially correct.

Thus Donald’s exuberant offspring will
not be allowed to set a bad example to
Chinese children, says Mr Zhao Wenyi,
a senior editor of China's Post and Tele-
communications Press, Disney’s partner
in China.
Also excluded from Chinese editions

of Disney comics will, for example, be a

sequence in which a youngster eating
an ice cream and leading a dog chasing

a cat becomes entangled in a tree with
the ice cream smeared across his face.

“Since in Chinese cities ft is not allowed
to raise a dog, not to mention a dog led

by a small boy, we didn't want to run
counter to the regulations so we
dropped the story,” said Mr Zhao.

It would have been “perfectly all

right” if the boy had been running after

a bee, which would have been “more
like a Chinese situation,” he added.

Also banished from Donald’s family

will be his money-worshipping Uncle

Dagobert, whose habit of bathing in

piles of dollar bins is not deemed appro-
priate for a Chinese audience - even
though people have been told for the
past 10 years that “to get rich is glori-

ous".

In spite of the amendments, Disney
executives are excited about returning
to China's market of Llbn people after

a first attempt to introduce a Chinese-

speaking Mickey and Donald in 1987.

Disney pulled out in 1990 in protest at

rampant counterfeiting of its comics
and products, but with the passage of

China’s first copyright law, the com-
pany has decided to return.

The first of the new Mickey Mouse
comics appeared in China on June 1,

International Children's Day, with an
initial print run of 60.000. Priced at

about 30 DS cents each, they disap-
peared from the shops almost over-

night.

Mr Zhao is sure Mickey and Donald

will prove an enormous success and
give Chinese children a welcome change
from comic book heroes whose fantasy

world is heavier and less humorous
than their Disney equivalents.

“You can’t eat dumplings and rice

every day,” he says. “You need a change
after a while. And as a kid you cant
just watch the Monkey King every day,

either."
Otber comic strip characters.

Continued on Page 12

UN pulls its

weapons
inspectors

out of Iraq
By Mark Nicholson in Cairo and
George Graham in Washington

UNITED NATIONS weapons
inspectors are to pull ont of
Baghdad today after foiling to

persuade the Iraqi authorities to

let them monitor a pair of missile

testing sites with video cameras.

Mr Warren Christopher, the US
secretary of state, warned in

Washington that the situation

could presage another confronta-

tion with Iraq.

The renewed tension arose as

Baghdad sent a team of negotia-

tors to New York for talks with

the UN over a possible limited

resumption of oil exports.

Mr Nikita Smidovich, the UN
weapons inspectors’ leader, said

his tpam bad tried since June 4 to

win the agreement of the Iraqi

authorities. He said they would
fly out of Iraq today.

The UN Security Council has

already adopted a resolution

warning Iraq of “serious conse-

quences" if it foils to install the

cameras at the Yam al-Azim and
Al-Rafeh sites, part of the UN’s
continuing mandate under Gulf

war ceasefire resolutions to

inspect and destroy Iraq’s weap-

ons.

In a television interview, Mr
Christopher said Iraq's refusal to

allow video monitoring was “a

very significant violation” of UN
resolutions.

Iraq has said it would consider
installing the cameras only after

a broader discussion of arms con-

trol with the UN commission
scheduled for July 12.

The stand-off is likely to raise

apprehension in Baghdad about a
further punitive western-led mili-

tary strike on Iraq, following the

recent US cruise missile attack

on the country’s intelligence

headquarters.

However, no post-Gulf war
strike on Iraq has yet been
prompted directly by any of the

numerous confrontations
between Baghdad and UN weap-

ons inspectors.

The January 17 missile attack

on Baghdad factories linked to

Iraq’s nuclear programme was
essentially a US-led initiative and
followed rising tension in the

“no-fly” zone over southern Iraq,

after Baghdad had installed anti-

aircraft missiles.

- The stalled UN weapons inspec-

tion may, however, cloud the
atmosphere surrounding talks

due to open in New York on
Wednesday between UN legal

experts and Iraqi oil ministry
officials over a resumption of
Iraqi ofl sales.

The talks will be the first for

more than a year on a proposed
UN exception to the post-Gulf

war embargo on oil sales, permit-

ting Iraq to sell up to 51.6bn
worth of crude to pay for food,

medicines and the cost of UN
operations in Iraq.

The technicalities of such an
agreement were decided in

Vienna last year, but on political

grounds, Iraq refused the terms
of the permitted exception to the
embargo, which could put more
than 500.000 barrels of oil a day
into the crude market

Iraqi officials particularly

objected to the requirement that

UN officials should oversee the

distribution of food and medi-

cines paid for under the scheme,

saying it was an unacceptable

infringement of the country's

sovereignty.

Progress in opening up markets to be measured

Japan In

new bid to

heal rift

with US
By Charles Leadbeater in Tokyo

THE Japanese government has
offered to use a variety of indi-

cators to measure its efforts to

reduce the current account sur-

plus, in an attempt to prevent

trade friction with the US sour-

ing this week’s Tokyo summit
Japan would set the criteria to

be used, which would flow from
the government's normal eco-

nomic forecasts. Tokyo insists

the indicators would not amount
to targets to reduce the surplus

or increase imports, nor should

the indicators be binding commit-
ments which could invite sanc-

tions from the US if they were

not met
The US has been pressing

Japan for two months to agree a
new framework - including
numerical, targets - for trade
talks aimed at opening up the

Japanese market and cutting the
current account surplus, which
could reach $150bn this year. The
US wants these targets to be set

and reviewed jointly, while
Tokyo argues this would infringe

its right to run its domestic eco-

nomic policies.

Talks over the framework
broke up a week ago without a

date for the next round of dis-

cussions.

The Japanese proposals, which
were hurriedly put together in

the past few days, reflect the con-

cerns of senior Japanese diplo-

mats that Japan and the US
should not be seen to be seri-

ously at odds over trade during

this week’s Tokyo summit of
heads of state from the Group of

Seven industrialised nations.

The main economic issues on
the G7 agenda are world growth

and unemployment; trade, focus-

ing on the stalled Uruguay
Round of liberalisation talks; and
help for Russia. President Bill

A Tokyo policeman patrols the approaches to a government gnest

bouse in preparation for tills week’s Group of Seven meeting

France
calls for

world ban
on nuclear

testing
By Alice Rawsthom in Paris,

David White in London and
George Graham in Washington

FRANCE called yesterday for a

global ban on nuclear testing in

response to President Bill Clin-

ton's decision to suspend US
tests.

President Francois Mitter-

rand's office said France was in

favour of a treaty banning tests

completely “providing it is uni-

versal and verifiable”.

The French have carried out no
tests since the former Socialist

government suspended them in

April last year. However, nuclear
planners are seeking a series of

tests on two new submarine-

launched weapons, the M45 and
M5. French tests are undertaken
at Mururoa atoll in the Pacific.

In addition, Mr Edouard Baha-
dur. the prime minister, has
come under pressure from right-

wing members of his centre-right

coalition government to resume
testing. The National Assembly
finance committee last week
approved a paper calling for the

resumption of tests.

Mr Balladur said on French
television yesterday that he was
“in complete agreement" with Mr
Mitterrand. He and Mr Mitter-

rand planned to “put our minds
at rest” by forming a group of

military and scientific experts to

ensure that France's nuclear
deterrent did not suffer as a
result of the suspension of tests.

British ministers say the UK

Continued on Page 12

French economy. Page 10

Continued on Page 12

Japanese election. Page 3

German interior minister

quits over police shootout
By Artane Genfflard In Bonn

MR Rudolf Setters, Germany's

federal interior minister, yester-

day resigned under mounting
pressure from the media and poli-

ticians over his handling of a

shootout between German police

apA suspected leftwing terrorists.

His resignation brings to 20 the

number of ministers who have

resigned in Chancellor Helmut

Kohl's successive governments

since he came to power in 1982.

Six ministers have quit since the

beginning of the year, highlight-

ing- the internal problems the

centre-right coalition faces as it

prepares for re-election next

year.

The government’s public image

ai«n recently suffered a setback

when Mr Theo Waigel, the fed-

eral finance minister, announced

his willingness to leave the cabi-

net if he was chosen to replace

Mr Max Streibl, the former

Bavarian premier.

Mr Seiters, and Mr Alexander

von Stahl, the federal prosecutor,

have been under fire for a week

for not disclosing the exact cir-

cumstances under which Mr
Wolfgang Grams, a suspected

member of the Red Army Faction

died last Sunday.

Mr Seiters said he was taking

personal responsibility for the

“mistakes, the lack of clarity and
of coordination in the police."

He added: “In Germany, we
have the notion of political

responsibility. Who, if not a min-

ister, should accept this responsi-

bility?”

Reports in the German media,

based on the accounts of wit-

nesses, allege that police shot Mr
Grams at point blank range when
be was on the floor and unarmed.

Der Spiegel, the German weekly
magagiitift

,
quoted a police officer

as saying that “the killing was

like an execution".

Earlier in the week, the Inte-

rior ministry had said that Mr
Grams had been shot at from a

distance of 1.5 metres and had

called the arrest a model of anti-

terrorist action.

The German media have also

questioned whether Mr Michael

Newrzalla, an anti-terrorist police

officer who died In the shootout,

was killed by the suspected ter-

rorist or by a colleague. But Mr
Gerhard Efihler, vice-president of

the federal criminal office, yester-

day denied that Mr Newrzella
was killed by police.

Mr Seiters, a Christian Demo-
crat, has been in the public spot-

light recently because of his role

in trying to contain anti-foreign

violence. He was also instrumen-

tal in pushing through the legis-

lative amendment which has
toughened the country's previ-

ously liberal asylum law.

The Red Army Faction grew

out of the 1960s student revolt It

waged a war of ktilmgs and kid-

nappings against West German
politicians, industrialists and mil-

itary leaders in the 1970s.

Most of its original members
were captured and jailed but it

recruited new militants. Its last

billing was the murder in April

1991 of Mr Detlev Rohwedder,

head erf the Treuhand agency in

charge of privatising ex-Commu-

nist east German companies.
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NEWS: INTERNATIONAL

Irish under pressure

on EC regional aid

Armenians close in on Azeri town
By John Lloyd in Agdam, Azerbaijan

By David Gardner in Brussels

THE IRISH government will

this week come under strong

pressure from its partners to

lift its veto on the European

Community’s biggest regional

development programme,
worth Ecui57fan ($l80bn) for

1994-99.

After 17 hours of often ugly

disputes among the 12 on Fri-

day and early Saturday morn-

ing over how to divide the

spoils, Ireland blocked a deal

It held out for its full target of

I£Sbn ($11.5bn) against the

I£7.5bn it was offered.

Mr Willy Claes, foreign min-

ister of Belgium, which now
holds the EC presidency, said

Tm waiting for a signal from

the Irish government”, remind-

ing Dublin that it was blocking

a package “three times greater

than the global Marshall Plan"

of US aid to reconstruct post-

second world war Europe.

Mr Albert Reynolds, the Irish

primp minister, said he had
firm pledges of I£8bn immedi-
ately after last December’s EC
summit in Edinburgh, where
the size of the package, but not

how to divide it was agreed.

Since then he has been under
intense domestic political pres-

sure to deliver.

Unlike Spain, however,
which got written assurances

from the European Comm is-

sion for the P„ta6,4o0bn

(S49.5bn) it now expects to get
Ireland's understanding was
oraL Per capita, Dublin in the

last share-out got 2 to 2% times

more than Spain, Portugal and
Greece, with which it makes
up the so-called “Cohesion

Four” of the poorest member
states.

Mr Dick Spring, Ireland's for-

eign minister, looking drawn
at 4am on Saturday after

protracted telephone negotia-

tions with Mr Reynolds, said:

“We were looking for assur-

ances based on the understand-

ing at Edinburgh, and they

were not forthcoming. In the

national interest, we felt we
had no choice.”

If the impasse is not broken
this week, the rules governing

the aid programme will miss

their second reading by the

European Parliament next

week and be cast into a far

longer procedure.

This means the aid will

almost certainly not start flow-

ing in January.

Nevertheless, the shape of

the deal for Ireland’s partners

is emerging, even though the

weekend negotiations were
supposedly only on the frame-

work.
Objective I regions, which

get the best aid terms and big-

gest grants reserved for the

EC's most backward areas, will

get Ecu962bn. The “Cohesion
Four” will get EcuTObn of this,

plus an additional Ecul5.5bn
from a separate CohesionFund
which has already started up.

The UK, the next poorest
member state, got Merseyside

the Scottish Highlands and

Islands included in Objective l,

with the latter accepted at the

last minute as the whole

"enterprise area” it encom-

passes, Including therefore

Argyll, Bute and West Moray.

Northern Ireland was already

eligible. But with this coup,

and adding in its other funding

entitlements, the UK could get

£5bn to £6bn ($9bn) over the

next six years.

Cantabria in northern Spain,

and Hainaut in southern Bel-

gium, like Merseyside tradi-

tionally industrial areas, were

also reclassified as backward.

France thereby secured Objec-

tive l status for its Valenci-

ennes and Sambre-Avesnois
areas bordering Hainaut, argu-

ing that their problems were
structurally Identical even
though they are not recognised

as a department Inventing a
French Hainaut a Frenchoffi-

cial said unimprovably, was
“an existential problem.”

Germany got its eastern

states eligible for Objective 1

funding as part of the Edin-

burgh deal. But other stricken

areas across the EC will get

lesser Objective 2 structural

aid grants, for areas in indus-

trial decline. The UK, which
opposed spending part of the

package's money for training

the unemployed on instead
retraining workers in danger of

losing jobs because of indus-

trial restructuringgot the lat-

ter portion reduced from a
third to a fifth of the still unde-

cided total

Balladur hopeful for jobs
By Alice Rawsthom in Paris

MR Edouard Balladur, the
French prime minister, yester-

day predicted that his eco-

nomic regeneration plans
should start to halt the rise in

unemployment by the end of

this year.

The prime minister said in a
television Interview that he
planned to table legislation

this autumn to liberalise

France's notoriously strict

labour laws. The reforms will

include measures to reduce
working hours, cut costs for

employers and boost youth
training schemes.
Mr Balladur plans to con-

tinue his job creation theme in

the 1994 budget by reducing
employers' contributions to

family allowance payments,
thereby making it cheaper for

them to hire new staff. Other
measures will include cuts in

income tax in an attempt to

stimulate the recession-struck

French economy.
He also confirmed that the

special government bond issue

launched 10 days ago to

finance his existing job cre-

ation programme had been
“very well received". The
issue, which is expected to

raise at least FFrtObn (£4.7bn).

is being heavily marketed as a
precursor to the government's

privatisation programme.
The proceeds of the issue

will be ploughed into the

FFr63bn economic regenera-

tion package that Mr Balladur

unveiled after his centre-right

coalition took office in late

March. The prime minister
said those measures should
start to take effect "around
December or January”.

French Socialists look
to an uncertain future
By David Buchan in Lyons

“THE Left lives, and it can win
again," Mr Michel Rocard, the
French Socialist leader, yester-

day told cheering delegates at

the party's first conference
since its crushing defeat in the

March elections.

It was also the first time the

Socialists had convened a
meeting of their Etots Gfri&r-

ouz. a term from pre-revolu-

tionary France in which citi-

zens met to present their

grievances to the king - in this

case, the Socialist leadership.

So great is his distance from
the party, and from Mr Rocard,
that the absentee President
Francois Mitterrand did not
even send the Lyons gathering
a message of support
But there was little echo of

Mr Rocard’s pre-election call in
February for a “big bang"
recomposition of the French
left with the possibility of the
Socialists merging with envi-

ronmentalists and moderate
Communists in a new party to

confront the massive parlia-

mentary majority behind Mr
Edouard Ealladur's govern-
ment
One left-wing Socialist leader

called on Saturday for a Red-
Pink-Green coalition, but the
election, has fractured the
Greens and given the Commu-

nists enough seats to want to

continue on their own.
The Socialists have also

ruled out changing their par-

ty’s name. Ironically, some of
the Lyons delegates, who were

not paid up party members hut
billed as “sympathisers",
reproached the Socialists for

being too timid to emblazon
the Eurexpo conference centre

with the party’s traditional

symbol of a red rose in a
clenched fist

In his concluding speech, Mr
Rocard suggested the Socialists

should hold regular Etats
G4n6raux, acknowledging that

in 10 years of power the party

had become cut off from its

grass roots and from the

French electorate.

Over the three-day conven-
tion, the party leadership was
accused or ignoring unemploy-
ment, of being arrogant and
sometimes corrupt, and of fac-

tional warfare. Mr Rocard him-
self became the party’s provi-

sional head in early April by
ousting Mr Laurent Fabius as

party secretary. These two for-

mer prime ministers represent

two of the many different “cur-

rents” in the party, the result

of a proportional representa-

tion system which was origi-

nally designed to foster plural-

ism of ideas but which has
long since degenerated into

warring dans centred around
rival candidates for the presi-

dency.

This proportional system is

unique to France, commented
Mr Axel Hanisch, secretary

general of European socialist

parties, who addiy acidly that

“no one else in Europe wants
to copy it”. The powerful
socialist federations of the
Nord-Fas de Calais region want
to move towards a majority
voting system inside the party,

which would at this stage con-

solidate Mr Rocard’s hold on
the party and bis chance of

being its presidential candidate

In 1995. But such reform, and
formal election of a new leader-

ship, will be left to the party's

regular conference in October.

On the key relationship of

jobs and trade, Mr Rocard dis-

tanced the party from the overt

protectionism that is growing
Inside the Balladur govern-

ment Mr Rocard urged that
Gatt participants should com-
mit themselves to conventions

of the International Labour
Organisation, and so raise

their standards. “We should
not stop importing the prod-

ucts of other countries,” he
said. “Rather, we should export

our demands for basic eco-

nomic and social rights."

From the brake to the acceler-

ator, Page 11

Last Chance to enter Cadbury's Strollerthon '93

for Save the Chlfdren and One Small Step.
Ten miles of fun and entertainment, including circus acts, bands and themed entertainment areas * all aimed at

raising as much money as possible for children with disabilities in the UK and overseas. Take the first step now,

CALL 071-232 2255 FOR A FREE REGISTRATION PACK

ARMENIAN forces from the territory of

Nagorno-Karabakh yesterday closed in

on the Azerbaijan town of Agdam
which came under heavy shelling and
is now likely to fall within the next 24

hours.

The defenders of the town, the bridge-

head of Azeri defences, have been told

by the Azeri government to bold the

town at an costs.

However, they say that only 250

poorly aimed reinforcements have been

sent from Baku.
Almost all the villages around the

town are now in Armenian hands and

there is only one road out' for the

Azeris. The route is choked with refu-

gees. Tnflirsly women, children and old

men fleeing from the stricken town.

According to Agdam officials last night

the Armenians are already in the city

suburbs. Shelling and small arms fire is

continuous in and around the city cen-

tre and the defenders say there is little

or no ammunition left for the few tanks

they have.

Mr Alsif Sherimov, the deputy mayor,

said yesterday that some 14 villages had
been fa»k™ by the Armenian forces. He
also said it now seemed impossible to

hold the town. The new Azen prime

minister. Suret Guseinov. issued an

urgent appeal for afl men with notary

training to report for duty soon or face

P^D

Sl soldiers must report for

duty by July 8. Those who do not obey

this call will face the heaviest punish-

ment," he said in the appeal read for

him on television.

Mr Guseinov, who became premier

last week after after heading an army

revolt against elected President Abulfaz

Elchibey, said that able-bodied men

should not join the column of refugees

now streaming towards Baku.

The town hospital has been emptied

of wounded who havejoined th&'wisnea

and children in trucks ami fern carts

leaving the city. All around the tflfcges

are burning and the suburbs of the

town are the site of pitched battles

between the defenders and AtmeaSaa

attackers. >
'

Mr Sherimov and tus coLfegctses,

gathered in the town’s admTriigqra&e

centre, while shells feU nearby,.-fate

bitter about the lack of support into

the new government in BakEL Against

the odds, they said that ther-mo^d

attempt to hold the town as loogjaa
jUtt-

ery

Sarajevo
By Laura Saber in Belgrade

SERB forces yesterday
pounded Sarajevo, the
besieged Bosnian capital, as
fighting between Croat and
Moslem forces erupted on new
fronts in central Bosnia.
Sarajevo radio said Serb

artillery shelled several gov-

ernment-held parts of the bat-

tered capital. The bombard-
ment followed the heaviest

day of shelling in several

weeks. United Nations moni-

tors said over 1,000 projectiles

landed on Serb-held and Mos-
lem-held parts of the capital

on Saturday.
Relief workers yesterday

warned of an impending
“catastrophe” in Sarajevo.

Supplies of food and medicine
have dwindled and conditions

have deteriorated. Relief offi-

cials have expressed concern
about outbreaks of typhoid
and dysentery because there is

no electricity to pump water.

In northwestern Banja Luka,
Serbs pressed on with their

campaign of terror against
Moslems by blowing up four

mosques, two of which dated

from the 16th century. Ten out

of 16 mosques around Banja
Luka have been mined over

...

Yugoslav MP Mthafio Markovlc sleeps during a hunger strike in Belgrade in protest at the jailing of opposition leader Vuk Draskovic

the past year in the Serb
stronghold.

Bosnian radio said Croat

forces yesterday began shell-

ing Fojnica, about 25 miles
northwest of Sarajevo. Croat

radio accused Moslem fighters

of starting the clashes. The
Moslem-led army need to con-

trol the strategic towns of cen-

tral Bosnia in order to link up
territory to the bigger strong-

holds of Zenica and Tuzla.

UN monitors said fighting

also continued around Mostar,

to the southwest
• In Belgrade, the Serbian
capitaL 35 opposition deputies

joined a hunger strike in sup-

port of Mr Vuk Draskovic, the

jailed leader of the Serbian

Renewal Movement, the big-

gest opposition party. Mr
Draskovic, badly beaten since

his arrest on June 1, began Ms
strike on Thursday to- protest

against plans by Serbian
authorities to prosecute him:

II NEWS IN BRIEF ||

Italians agree new
framework for

industrial relations

Fluctuating exchange rates

main factor in European
car price comparisons

A NEW national Italian labour agreement was reached on
Saturday after 40 days of negotiations between the government,
Confindustria - the Confederation of Italian Industries - and the
unions, Christopher Matthews writes.

The agreement provides a new framework for industrial rela-

tions and wages bargaining following last year's abolition of the

Scold Mobile, the cost of living-linked automatic wages escalator

established in 1945.

prime Minister Carlo Azegho Ciampi said the agreement “cer-

tainly contributes” to improving the conditions for the lira’s

return to the European Monetary System. And though he would
not comment directly on the prospects of a reduction in the
Italian bank rate, a drop of half or one point in the interest rate

was widely expected by economists.

The agreement’s main points include:

• A four year national contract to regulate labour relations.

Wage increases to be kept within the projected inflation rate and
reviewed every two years in light of effective inflation.

• Individual companies to raise wages only if they have made
profits, and on the basis of productivity increases.

• Government, employers and unions wQl meet twice a year to

define common objectives on inflation, GNP and employment
levels.

• Once a national contract has expired and in the* period in

which a new one is being negotiated, only limited increases will

be allowed for inflation.

• The hiring of trainees and apprentices will be simplified.

Companies will also be able to hire staff on a temporary basis

from new agencies to be created to “rent out” labour.

*

Ekofisk tax concessions wanted
Phillips Petroleum Norway is to seek substantial tax concessions
before It Invests $4bn (£2.6bn) in new petroleum production and
processing facilities at the ageing North Sea Ekofisk field, hub of

the world’s largest petroleum transportation system, Karen
Fossil writes from Oslo.

Phillips has unveiled a plan to avert closure of the 20-year-old
field by Norwegian authorities, who are concerned over its safety.

The US-based oil company has spent an estimated NKr70bn
(£6.5bn) on the 10-platform field since it came on stream in 1972.

Last October the Norwegian Petroleum Directorate (NPD), the
oil industry watchdog, warned it would dose the main processing
and transportation facilities on the Ekofisk storage tank, through
which 40 per cent of Norway's petroleum production passes, by
the whiter of 1995-96, for safety reasons.

Olive branch from Estonia
Estonia has sounded a conciliatory note in its dispute with Russia
and indicated that it would change the controversial aliens law
which Moscow considers discriminatory, writes Matthew Kamin-
ski from Tallinn.
Mr Mart Laar, the Estonian prime minister, said the legislation

could either be returned to parliament for reconsideration or
amended after President Lennart Meri has signed it into law.
The law, passed by parliament on Jane 21, obliges non- ethnic

Estonians to choose Russian or Estonian citizenship within the
year.

EC help on machine tools sought
Leaders of Europe’s $16bn (£10.6bn) machnw tool Industry - parts
of which are suffering their worst-over recession - are seeking
help from the European Commission to stave off competition
from Japan and the US, reports Andrew Baxter.

Cedmo, the umbrella body for 12 European machinp tool asso-

ciations, has submitted a paper on a possible industrial policy for
the sector to the Commission's DG HI division, which covers
internal market and industrial policy issues.

The document, due to be unveiled in September, represents the

first attempt to create what Cedmo calls “a genuine unified

European machine tool sector and not 12 countries looking at
their own navel”.

On May 1 this

year Italy and
Spain were eas-

ily the cheapest

markets in
which to buy

THE most new car

EUROPEAN
MARKET to_ comparative

European Community price

lists for selected new cars, pub-

lished last week at the behest

of the European Commission.
A year earlier, the Commis-

sion's own study showed Spain
as the highest priced market,
with Italy third highest.

Early last year UK consumer
groups were vocal in their con-

demnation of the excessively
high prices asked of British
motorists; Last week's lists

show the British market to be
the cheapest in Europe for
many executive and luxury
cars, and about the EC average
for many “ordinary” vehicles.

What has happened to change
the picture?

The answer to the past
year's price upheavals dis-

closed by the lists is to be
found almost entirely within
the currency markets - as the
Brussels-based industry lobby
group, the European Automo-
bile Manufacturers’ Associa-
tion, leaped to point out the

moment the comparisons were
published.

What they have demon-
strated conclusively, the
EAMA trumpets, is that It is

unrealistic to Tr|gkp meaningful
price comparisons - let alone
have “harmonised" prices -

when some currencies remain
so volatile. Between. July last

year and the middle of May,
the main EMS currencies -

German, French, Belgian,
Dutch and Danish - rose 22 per

cent against the lira (briefly

touching 32 per cent in April),

20 per cent against the peseta,

17 per cent against sterling and

15 per cent against the Portu-

guese escudo.

“Manufacturers - particu-

larly non-local manufacturers
- cannot be expected to make
instant double-digit price

changes,” the EAMA contends.

Hie lists come as close as

possible to comparing “like for

like” in terms of models and
prices. They provide informa-

tion on 55 European and 17

Japanese popular models,
based m recommended retail

prices, adjusted for equipment
differences and with prices

given in local currencies both

before and after tax. Supple-

ments for options such as air

conditioning and power

steering are given, as well as

the premium for right-hand-
drive models for the UK mar-
ket

Differentials are arrived at

by converting the local cur-

rency prices into Ecus. As an
EC-wide comparison, the lists

have inbuilt compromises. One
is that they take no account of

the widely varying discounts
available in individual mar-
kets. More important, the lists

exclude Denmark and Greece,

because local taxation - of
aver 100 per cent - is seen as
excessively depressing pre-tax

prices. But Ireland, the Nether-
lands and Portugal are
included even, though national
taxation in each can add 50 per
cent to the cost of a new car.

European motorists
pay for lack of
competitiveness,

writes John Griffiths

Manufacturers selling in
these countries, too, have a
strong incentive to keep pre-

tax prices down in order not to
have tax-inclusive prices
beyond the reach of consum-
ers. Given such an obvious dis-

tortion, the Commission indi-

cated after last year’s report
that governments with such
high tax regimes would have
to be “leaned on” to reduce
such large obstacles to the
internal EC trade in cars.

But so far. there is no real
sign that Brussels is doing any
leaning. And until there is, the
underlying probability remains
that one government’s high tax
take on a car, and the manu-
facturer's low pre-tax price in
that market in order to sell it,

stand to be subsidised by a
higher pre-tax price (and fetter
manufacturer profit margin) in
relatively low-tax countries
like the UK.
And that consideration

underlines the biggest flaw in
the EC's drive for price “trans-
parency". The lists should let

consumers see at a glance
roughly what they can expect
to pay for given models in
Europe’s main markets and
where to go for the best deal.
Thus they now know that, for
example, that there is no point
going to Germany to buy an
Audi 100, because it is cheaper ,

in the UK, but they could save
35 per cent by buying various

!

Fiats, Rovers, Vauxhalls and I

Volkswagens in Italy. !

And with even consumer
groups acknowledging ttat I

manufacturers are being less

obstructive towards private

crosshorder purchases, taking

advantage uf cheaper markets
should be no problem. But the

lists cannot tell consumers
what they should pay in each
market, based on the funda-

mentals of manufacturers and
their dealers receiving an equi-

table return on investment _
•'

Not surprisingly, no manu-
facturer wants to disclose its

exact profit - or loss - margin
on each car in individual mar
kets, particularly if, as is

almost certainly the case, low-

tax countries are shown to be

higher-margin ones. But given
the sea of red ink washing over
most European producers, the
tendency of consumer groups,
to see profiteering round every •

comer strikes a jarring note
with many industry analysts.

As a number of studies have
already shown, European car
prices as a whole are high mea-
sured against those of Japan
and North America. What this

year's plunge in the European
new car market has exposed is

the signal failure of much of

Europe’s car industry to attack-
costs and efficiency during the
boom years of the 1980s.

The bottom line appears to

be that Europe's motorists are
paying the price not of -profi-
teering but of the lack of the
European industry’s competi-
tiveness and the disparities in
EC taxation and currency
regimes.
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NEWS: JAPANESE ELECTIONS

White gloves on as electioneering bout begins
By Robert Thomson in Tokyo

JAPAN’S politicians slipped on the white^s^dmotmted tourer
for

.

** official startof
an election campaign which is exoected
to end with theSg LiWl SKSSL
3K5SSSe

ffi®1 2® Jl|ly 18 election will lead to the

2®drf ‘faction government, whichcould hinder Japan's ability to respond

to trade issues and delay a forecast
recovery of the economy.
LDP officials are already courting

opposition parties, but the head of the
Japan New Party. Mr Morihiro Hosokawa,
who is likely to make or break a new
government, said voters had a unique
opportunity to "say sayonam to the LDP”.
The election was called after the LDP

lost a motion of no-confidence, proposed
after the party had stalled reforms to
a scandal-stained political system,

provoking one of its own factions to vote
for the motion and then form a new party,

the Japan Renewal party.

Heads ofthe Group of Seven leading

industrialised nations meeting in Tokyo
this week will find themselves surrounded
by the campaign. They will be greeted

by Mr Kiichi Miyazawa, the prime
minister, in a mood to show Japanese
voters that he Is a leader of international

stature. Mr Miyazawa launched the LDP
campaign yesterday by warning that

the country would be led into chaosby
a coalition headed by the Social

Democratic party, formerly known as

the Japan Socialist party. Japanese

politicians, some with no sense of irony,
wear white gloves to prove they are dean.

“Will the Socialists close nuclear power
plants? What will they do about our
important neighbour, South Korea?” asked
Mr Miyazawa, referring to unsettled policy

issues in the SDP, which is attempting
to hitch its campaign to the popular

demand for political reform.

Most politicians said the campaign
marked the beginning of a "new era”

in Japanese government, which the LDP
has dominated since its formation in

1955. But defections have left the party
with only 285 candidates competing for
511 seats, suggesting it

is unlikely to muster a maj-
ority.

The SDP is fielding only 142 candidates
so it. too, will need to find partners to

form a new government. There are many
potential coalitions, with the JNP perhaps

aligning with the LDP, if the party dumps
Mr Miyazawa and appoints a new leader

with bkter reform credentials.

Mr Tsutomu Hata, the former finance

minister and LDP rebel who formed the

JRP, campaigning in bare hands, said

Japanese voters had an “appointment

with destiny” at this election: “We have

to change the Japanese political system

and that change must come now.”

Internal rows J^pan: making the choice

hit Socialist

bid for power

Population:.. ...1553m':

Bectoratoi 93.4m

5L.- Parliamentary seats powerhouse}: $11 .

THE LEFT

By Robert Thomson

AFTER the ruling Liberal
Democratic party was brought
down last month. Mr Sadao
Yamahana, leader of the coun-
try’s Socialist party, confi-
dently assured the US ambas-
sador to Japan that an election
win by his party would not cre-
ate policy divisions between
Tokyo and Washington.
A few days later, with

closed-door condemnation from
colleagues still echoing in his
ears. Mr Yamahana headed
down a different path, explain-
ing his party “has its own for-

eign policies” and will take a
different approach to the US
from that of the LDP.
Mr Yamahana’s clumsy per-

formance was another sign to

Japanese voters that his party,
known as the Social Demo-
cratic party in English but still

the Shakaita (Socialist party)
in Japanese, has been unable
to settle the ideological dis-

putes which have ensured it is

the natural party of opposition.

After a brief period in office

in the late 1940s, the SDP has
become the party the Japanese
occasionally vote for when par-

ticularly annoyed by the
excesses of the LDP. Following
the Recruit scandal four years
ago, when cut-price stocks
were swapped for political

favours, the party had a
remarkable opportunity to cap-

italise on dissatisfaction with
the LDP.
tn the wake of the scandal,

Ms Takako Doi led the party

into an upper house election,

denying the LDP a majority
and heightening expectations
of a similar result in the more
powerful lower house. She
appeared to have the authority

to change the rigidly leftist pol-

icies which had alienated vot-

ers: the embrace of totalitarian

North Korea, the refusal to

recognise the existence of the

Japanese military, and hostil-

ity towards the US.

At that moment Ms Doi may
have had the authority, but
she did not have the will. The
brilliance soon faded, and the

SDP left voters disappointed

again. The party was then
humiliated in a 1991 Tokyo
gubernatorial election, where
its candidate lost his deposit,

and was crushed in a succes-

sion of local government con-

tests.

It was paralysed by an inter-

nal argument over whether to

form a shadow cabinet to dem-

onstrate that it had the struc-

ture to replace the LDP in gov-

ernment. Instead, the party's

factions argued over appoint-

ments and barely had time to

debate policy changes or mat-

ters such as how to convert an

LDP-dependent bureaucracy.

Wasted chances in the past

and the emergence of new

political groups have made Mr
Yamahana and other SDP
pragmatists realise the party
no longer wins the protest
vote. But as his backtracking
on US relations showed, the
watering down, of traditional
policies alienates the party's
core supporters.

Both trends were behind the
SDP's dismal performance in
the Tokyo metropolitan assem-
bly elections a week ago, when
its representatives were cut
from 29 to 14 and the local
party chairman and general-
secretary lost their seats. In
contrast, the Japan New Party,
contesting Tokyo elections for

the first time, picked up 20
seats.

The SDP reaction was to
move both forward and back-
ward. Officials emphasised
there had been no fundamental
change in the traditional poli-

cies, and also promised to pur-

sue more pragmatic policies in

an attempt to prove the party
was the real alternative to the
LDP. One leader suggested
that the “leftists holding us
back can be counted like moles
on a body”.
But Mr Yamahana’s problem

is that most of the moles are tn

the upper part of the body. The
pragmatists, those uncomfort-

able with the cosiness towards
North Korea, are said to com-
prise more than 70 per cent of

the party, hut the remaining 30
per cent, the true believers,

have an inordinate mfhiennfr at
the top of the hierarchy and,

particularly, on policymaking
committees.

These contradictions are rea-

sons why voters may look else-

where when protesting or gen-

uinely seeking change on July

18. The SDt> has 140 seats in

the lower house, but the aver-

age estimate is that tills will

fall to fewer than 100, with
votes diverted to the JNP. the

New Party Harbinger and, per-

haps, the rebel LDP group of

Mr Tsutomu Hata, the former

finance minister.

Apart from voting for the

SDP, disgruntled voters have

tended to register their disgust

by not voting. The likelihood is

that old-time SDP voters, con-

fused by the recent policy

twists and wary of the still

opaque new parties, will stay

at home, as some did during

the Tokyo elections.

The SOP is getting Itself in

trouble because, on the eve on
an election, the party is debat-

ing sensitive policies which
should have been resolved over

the past few years. Mr Yama-
hana, who recently replaced

the indecisive Mr Makoto Tan-

abe, who in turn took over

from the indecisive Ms Doi,

finds himself attempting to

hold together a party instead

of exploiting the LDP's weak-

ness.

Kanemaru fires

up New Party
n who has pledged to

Japanese politics yes-

icked off his election

a in Yamanashi - the

itituency of Mr Shin

-u. disgraced godfather

•uling Liberal Demo-

J)P), Renter reports

rn.

a banner reading

it Japan to rights from

shi”, Mr Morihiro

a, leader of the Japan

ty. said there could be

3r place to start a

ess to say we chose

ibi to start the cam-

;ause of its scandalous

climate,” he said in a

to 2,000 supporters

the prefectural cap-

s where the cosy rela-

ween politicians and

men are at their

[QQ km west of Tokyo

iadow of Mount Fuji,

the prosperity of mod-

el. Its wide boulevards

d with department

learning office build-

trees and shrubs.

sr, much of the wealth

came from Mr Kanemarn's
irian ip illation of a system

under which politicians used

their influence to benefit their

most generous campaign

donors. It is a system Mr Hoso-

kawa and a generation of new

politicians say they want to

change.
Last week Fair Trade Com-

mission investigators raided

the offices of 30 construction

in Yamanashi.

Experts on corruption said

the move only became possible

after Mr Kanemaru’s clout

over civil servants evaporated

following his recent arrest

on charges of massive tax eva-

sion.

Prosecutors said the compa-

nies in question extended bil-

lions of yen In questionable

donations to Mr Kanemaru. In

return, they were believed to

have been shielded from cen-

sure by civil servants.

When Japan's national rail-

way wanted to build a track to

test a proposed high-speed

supertrain. Mr Kanemaru

made sure it came to Yaman-

ashi Land prices shot up ana

made local farmers richer over-

night

THE CENTRE

KOMBTO
{CLEAN GOVERNMENT PARTY) SOCIALIST PAKTri* ' t5$TY {LDP

DEMOCRATIC
WiRfTY {LDP}

. V * •

.V

A
Party still known In-Japanese as the Socialist

party; the name-chango in Engfcah was easier

than changes to party's Ma«ist/LenWst*

flawMsdpoteies. f^pragmaOste wsnttesh
poficfea and hope to form avaguety teS-of-

.

'

centre government Party kteotoguaaseenjffog

as Irrelevant but are prourty devoted to
*

traditional befafe. •

.JAPAN COMMUNIST '

fwrrv
'

Party Loader

Tetsuzo Fuwa

The least corruptible

party because ft Is

funded by individual

contributions rather

than corporations.

Continues to defy.
' history by espousing Marxism, and etectoraf-

'

logic by running a carxSfbte In aitsy district .

reganSesa of their pnaspucta Tha fcstter helps

to (ate; votes away from the other opposition

parties, who cold-shoulder it

Party Leader WosWto fehfcfa

Party created hy the BudcWst .

movement SokaGaktai to represent

Its poHJcal interests. Now dahna
Independence but ckxety linked to

the movement Conservative in

neon- Assured of the votes of the

Buddhist farthtui, so tends to do
rBletiveJy wafi if election turnout iow.

Dfoss to LDP factions and ftss .

supported riSng party ort important

issues.

(JAPAN RENEWAL PARTY)
•

' J;

Party Leader Ketgo Qucfu

Party ortgtnaUy an offshoot from the

Soctafet Party but has Acted much
tike a-facbon Ofthe nilngLDP,
Policies are fndtetfoct'touf generally.

*

conservative. Party members tend.to

support the LDP when A needs extra

parfamentary voting numbers. HasIn \

the past attracted LDP voters wanting

.
to register rnifd rebate to the

government

Party Leader Ktfcttf Miyazawa

Party has bekJ power since its formation to 1956' -

through the merger erf two conaervdtfv® parties- Its
-

antt-cooimuriam and wtifin^pieas to shelter beneath

the umbrella of US foreign poloy have been as
enduring a Its symbiotic refattofJsNp with business

and the bureaucracy, the fierce rivalry among.the

.

.loaders of He waning fec&onsand to recurrent

financial aoahdrife.

JAPANNEW PARTY

sHAtmrtm <uwra> social
DEMOCRATIC PARTY)

'

Party Leader Satsuki Eda

Party is a small pro-reform group trying to' broaden
’ its power base by poaching members erf (fie SOP
(aboye left), which is frustrated by Its friabffity to

‘

reform itself. Eda, oneofatong fine of potttical

'

Edas, has estabfehed the separate poBficai study ;

group Sirius wtlh SDP members. Thisj£pouptng

'

coute become yet another new party.

Party Leader

.Morihiro Hosokawa

Hosokawa. popuJarty known
asload Hosokawa. is the

sdon of one ofJapan's

oldest famBes and the

darting of the medtaL He
'cafe for a “power shift*-

'

to break up jqKnese pofiBcs but is short on specific

pofirtes. Ha Is dose to theNew Harbinger Party ^fi -

loathes Ichiro Ozawa, co4eadflr of Shinselto-

(Japan Renewal party). <

Party Leader Tsutomu Hata

Party formed fast month by rebel LDP fecflon

that brought down gpvememnt in no-

confidence motion. Hata. the former finance

minister, is popular, but Ms offefder, Ichiro

Ozawa, the former LDP fund manager, is

regarded with suspicion. Party Is middfe-of- -

road but perhaps slightly to the right Stffl,

it talks of coofltion with Sodafista.

NEW HARBINGER PARTY
Party Leader

Masayoshi Takemura

SpSnter group formed

'last month from the

LDP. The party has

been searching for

coaStfon partners, as

its 10 parfcamentarians

felt vulnerable after ffieir exit from the rufing

party. Policies are similar to LDP. though the

party has been purposefuBy vague, suggesting

fort it is “nefther far or against (he LDP“.

Election pledges of change will reflect mounting public disquiet over the political system

Embarking on the long road to reform
By Charles Leadbeater

THE next Japanese
government will attempt a
sweeping reform of Japan’s
political system.

Political reform is the main
campaign issue for the July IS

general election. All the oppo-

sition parties, old and new, are

committed to the process. And
the ruling Liberal Democratic
party is almost certain to

endorse ft after the election.

Last month's no-confidence
vote was provoked by the par-

ty’s opposition to reform; the

government lost and was
taught a painfUI lesson.

Yet political reform means
different things to the various

parties. Proposals range from a

limited tightening of regula-

tions on political funding to

measures which could change
the way Japan is governed.

Pressure for change has been
mounting steadily. The Japa-
nese public has been growing
increasingly disillusioned with
corruption and Japan’s busi-

ness and bureaucratic elites

are concerned that the
parochial, slow-moving system
of government makes Japan ill-

equipped to play a larger inter-

national role.

Yet in the short run the
debate has stemmed from more
base motives. The real battles

of Japanese politics - fierce

rivalries between leading poli-

ticians - are being played out
through, arguments over
reform.

The proposals for change
come in three main categories.

• Electoral reform. The diffi-

culties of cleaning up political

funding have focused attention

on reform of Japan's distme-

PROFESSOR Gerald Curtis, probably the foremost western
commentator on Japanese politics, offers this judgment
about how Japanese politicians responded to the 1975
reform of political funding: “Japanese politicians rose to the

challenge posed by these reforms by searching out every

conceivable loophole in the law that might allow them to

avoid having to change their time-tried ways of doing things.

"The reforms offered eloquent testimony to the difficulty of

engineering political change in a society that has resffient

political institutions and traefitions.

"They demonstrated not only that the consequences of

reform cannot be entirely anticipated, but that they often

exacerbate the problems they are intended to correct and
create others that are worse."

live electoral system, which
dates from 1905. 'file electoral

system is widely blamed for

the corruption and parochial-

ism of Japanese politics.

The 511-strong lower house
of parliament is elected from
about 130 large election dis-

tricts. most of which return
between three and five mem-
bers of parliament.

To win a majority a party
must run more than one candi-

date in each district. So LDP
and Social Democratic party
candidates compete with one
another as well as against the

opposition. To do this they
need to maintain expensive,

personal support groups.

As it is difficult for a candi-

date to be distinguished from
party colleagues by ideology

and policy, the candidate usu-

ally offers to bring public
spending projects to the con-

stituency . The main qualities

most Japanese politicians offer

their electorate are the skills

and power to win favours from
the government bureaucracy
in Tokyo.
A politician needs the sup-

port of about 15 per cent of the

electorate to win a seat, so if

he targets his efforts repeat-

edly at the same sectional

interests he will be re-elected.

The system creates both sup-

ply and demand for corruption.

The donations come from con-

struction companies which

CANDIDATES FOR LOWER HOUSE BY PARTY
Candidates

Parties Incumbent Former New
Women

Total candidates
Prs-eJeclior

strength

LDP 212 23 50 285 <2f 227
SDP 121 1 20 142 (10) 134

Komeito 25 1 28 54 0 45

Stiinsdto 35 3 31 69 0) 36
Japan Communist party IS 10 104 129 (32) 16

DSP 12 S 8 28 13

New Harbinger party 10 Q 5 15 10

USDP 4 0 0 4 4
JNP 0 0 55 55 (3; 0
Other minor parties 1 0 01 62 (10) 2

Independents 14 7 91 112 (10) 10

Vacancies - ~ - - 15

Total 44Q S3 453 955 (70) 512

One 5M has boon cut 6vm the haute of rtfinstmtaOm. leaving 511 «a up tor nwctnn ttm tens. The LOP hen 275 i

dBsofwd en June UL CO the 275 members. 43 hove smea left the party.

nPofi me lower house was

want politicians to press their

case in bidding for public con-

tracts and politicians want the

money to maintain their local

support groups. This does not

merely make Japanese politics

corrupt. It minimises the role

of policy debates in distin-

guishing between candidates.

The multi-member electoral

system is a prime target for

reform. However, the proposals

largely reflect the interests of

the party putting them for-

ward.
The LDP old guard proposed

switching to a system of
smaller constituencies, each
electing a single member.
Their reasoning was simple: as

the largest, richest party the

LDP would probably win a
majority of the seats.

Waving the flag: A father and son in Tokyo yesterday attend Prime Minister Eiichi Miyazawa’s first campaign speech

The younger reformers
within the party and the oppo-

sition want a system which
mixes 275 single-seat constitu-

encies with a 225-seat propor-

tional representation system,

designed to protect the inter-

ests-of smaller parties.

A voter would cast two
votes, one for their local single-

seat constituency and one in a
ballot covering a wider prefec-

tural area by proportional rep-

resentation.

It is not easy to predict how
such a system would affect the

parties' standings. After the
last general election in 1990 the

Asahi Shimbun newspaper
published 20 computer simula-

tions of possible outcomes
under different voting systems.

The LDP won a resounding vic-

tory in all but four simula-
tions, when the main gains

were in the Japan Communist
party's favour.

• Funding. All parties claim

they want tougher controls on
political funding to eliminate
widespread corruption in the

form of illicit corporate dona-

tions to individual politicians.

Politics in Japan is

extremely expensive. Even
though LDP candidates are not

allowed to buy television

advertising, each spends at
least $500,000 (£333,300) on
their campaign and ahout
$60,000 a month on office

expenses.

LDP politicians mainly raise

this freon corporate donations.

But even after sweeping
reform of the political funds
law in 1975, Japanese politi-

cians consistently find loop-

holes in regulations which
were meant to clean up their

finances.

The reform limited contribu-

tions which could be made to

individual politicians. In
response the politicians set up
a multitude ofsupposedly inde-

pendent organisations, which
receive funds on their behalf.

Drinks parties, the tickets for

which sell for about Y30.000
(£190) a time, are popular
because businesses can treat

the tickets as a taxable

expense rather than a political

contribution. It is not uncom-
mon for a politician to sell

2,000 tickets for a ball which
only accommodates 900 people.

Reform of political financing

will develop in two directions.

First, stricter controls on cor-

porate donations to individual

politicians and more openness

in general donations to party

organisations. Second,
increased government funding,

which is limited to the costs of

printing posters and the run-

ning costs of a campaign car.

• Urban voters. Japan's
urban voters, who tend to be
more cosmopolitan and less

influenced by pork barrel poli-

tics, are significantly under-
represented in the parliament
The disparities between rural

and urban seats are huge.
In the last election Kana-

gawa District Four had 336359
voters per MP, while Miyazaki
District Four had 105.939. At
the extreme, one rural vote
was worth three urban votes.

Some candidates won with
only 45,000 votes while others

lost with 122,000.

The over-representation of
rural districts is estimated to

give the LDP a 30-seat advan-

tage. The Social Democratic
party is also more strongly rep-

resented in rural areas than in

cities.

Rebalancing the electoral

districts so that urban voters

are fairly represented would
shift the balance of power in

favour of younger centrist par-

ties such as Komeito and the

Japan New Party and away
from both traditional parties.

The combination of political

reform, the LDP's split, declin-

ing urban support for the

Socialists and the rise of new
centrist parties could change
the map of Japanese politics.

Yet there will be important

continuities. The local, highly

personalised character of Japa-

nese politics is like the root

system of a tree. It is deeply

embedded in Japanese society

and will not change quickly.
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Haiti prepares

for Aristide
By George Graham
in Washington

POLITICAL parties in Haiti

will meet this week for a con-

ference to prepare for the res-

toration of democracy, after

exiled President Jean-Bertrand

Aristide and General Raoul

Cedras, the army chief, signed

an accord on Saturday night.

The agreement, for which Ur
Dante Caputo of Argentina was

the United Nations mediator,

provides for Father Aristide to

return to Haiti by October 30.

Gen Cedras is to retire from

his position as head of the

army and be succeeded by a

nominee of the president The
latter will also name a new
prime minister, to be con-

firmed by Haiti's parliament

Mr Caputo's 10-point plan

also provides for the creation,

with foreign assistance, of a

new police force, a presidential

amnesty for those Involved in

the 1991 coup by which Gen
Cedras ousted the president,

and suspension of the eco-

nomic embargoes against Haiti

by ' the UN and the Organisa-

tion of American States.

The UN's imposition last

week of an embargo on oil and

arms shipments, as well a

freeze on official financial

assets, Is thought to have been

important in bringing Gen Ced-

ras to the negotiating table.

Mr Warren Christopher, US
secretary of state, yesterday

said the US might contribute

forces to police the return to

democracy in Haiti, but proba-

bly fewer than 1,000. Most of

the forces would probably

come from French-speaking
countries, he said.

US assistance is expected to

top $lbn (£600m) over the next

five years.

Negotiations for Fr Aristide's

return to Haiti have proved

long gnd difficult, and the mer-

curial Roman Catholic priest

has almost exhausted the

patience of UN and US negotia-

tors. After Gen Cedras had
agreed to the deal on Saturday,

it was some hours before the

president also signed.

The political impasse in

Haiti has created strains in US
policy, and the Clinton admin-
istration has exerted much
pressure in recent weeks to

bring about a settlement
President Bill Clinton said

during his election campaign
last year that he would reverse

President Bush’s policy of

retaming Haitian refugees to

their impoverished land. This

year, though, he felt compelled

to retreat from his promise.

President Aristide of Haiti (picture above) smiles at ^prospect

of his return home, made possible by Gen Cedras (seated right m
picture left) signing a pact to restore democracy

Pakistan’s

army stays

neutral
By Fai+ian Bokhari In

Islamabad and agencies

PAKISTAN’S army denied at

the weekend that it sought to

intervene in the country's

political crisis, before the 16th

anniversary today of the impo-

sition of martial law by the

late General Zia-ul-Haq.

The army insisted in a state-

ment that it was neutral in the

bitter six-month power strug-

gle between President Ghulam
Ishaq Khan and Prime Minister

Nawaz Sharif; and denied that

it had urged Mr Sharif to end
the dispute or call elections.

Mr Nisar All Khan, petro-

leum minister and a special

assistant to Mr Sharif, said the

army had not raised the need

for mid-term elections. But he
said the army had expressed

its concern, adding that this

anxiety could be removed if

the president were to step

down. “The country can only

have stability if the president

leaves office," he said.

In the latest tensions
between Mr Sharif and Mr
Ishaq Khan, the government
niflims that the president is

behind the refusal of the pro-

vincial government in Punjab
to comply with a parliamen-

tary resolution imposing direct

federal rule on the province.

The battle over the Punjab is

now widely seen as the most
difficult test for Mr Sharif.

It was the Punjab which was
once seen as Mr Sharifs most
important base and largely

responsible for his political

rise. Mr Altai Hussain, provin-

cial governor and Mr Manzoor
Watoo, chief minister, have
both defied Islamabad's initia-

tive to seize control

Vietnam ready with

projects for finance
By lain Simpson In Hanoi

VIETNAMESE planners have

drawn up a long list of projects

in great need of capital, which

may be forthcoming if, as

expected, the International

Monetary Fund resumes lend-

ing to the country.

President Bill Clinton
announced on Friday that the

US was dropping its opposition

to the clearing of Vietnam's

$l40m (£93m) arrears to the

IMF. Under the Fund's rules,

no new loans can be made
until this outstanding amount
is paid off.

However, France. Japan and
Australia have already said

they are ready to provide a

bridging loan to meet this

requirement
Once this is finalised, econo-

mists at the IMF, the World
Bank and the Aslan Develop-

ment Bank will be ready to

start implementing plans they

have been drawing up to

help rebuild Vietnam.
Representatives from all

three Institutions have regu-

larly visited Vietnam over the

past two years and have held

talks with Vietnamese eco-

nomic planners on how to set

priorities when the block on
lending is lifted.

For the IMF, the priority will

be to keep the economy on a

steady path as the once-com-

munist government brings in

more elements of the free

market
That means providing bud-

get support for the government
to continue limited subsidies to

individuals and companies
until they are ready to lace the

harsh world of the market
At the World Rank, the pri-

ority will be project lending to

start work on the country's
dilapidated infrastructure. Out-

side the main cities, roads are

narrow and potholed, bridges

are falling down and ports and
rivers are so badly silted up
that only boats with shallow

draft can use them.
Power is another problem.

Southern Vietnam, in particu-

lar, is very short of the elec-

tricity it badly needs to fuel its

economic growth. Economists
in Hanoi estimate the southern
power shortfall at 20 to 30 per
cent. A transmission line

already being built between
the north and south of the

country will go some way to

alleviate the problem but, as
economic development picks

up In the north, there will he
less power to send south.

The Aslan Development
Bank said on Friday it was
ready to approve loans worth
$250m to Vietnam, as soon as

the US had lifted its trade
embargo on Hanoi
Such a move is thought more

likely following Mr Clinton's

announcement

Clashes mark strike over death

of left-wing leader in Nepal
SPORADIC clashes marked a

strike called by Nepal's
left-wing opposition yesterday

to press for the resignation of

Prime Minister Girija Prasad
Koirala, Reuter reports from
Kathmandu.
Police said protesters had

thrown stones at buses in the

capital, Kathmandu. Police

fired in the air to disperse riot-

ers at the border town of Jit-

pur, about 90 miles south of

Kathmandu, officials said.

There were no immediate
reports of casualties in either

town. Sunday is a working day
in Nepal hut there was little

traffic on the streets and
offices, and shops were closed

in response to the strike called

by the Unified Marxist-Leninist

party (UML).
The UML organised the

strike to back calls for the
reopening of an Investigation

into the death, in a road acci-

dent in May. of Mr Madan

Bhandari, the party leader.

A judicial inquiry last month
into the death found no find

play, but the UML says he was
murdered.
A nationwide UML strike on

June 25 led to days of violence

in the Land-locked Himalayan
kingdom. At least 11 people
were killed.

The UML says that the agita-

tion will continue until the
prime minister has been
dismissed.

Egypt asks US for

cleric’s extradition
Mark Nicholson reports on problems posed for

two governments by an Islamic preacher

E GYPT HAS asked the

US authorities to extra-

dite Sheikh Omar
Abdul-Rahman, an Islamic

preacher based in New Jersey,

some of whose followers were
arrested last month in a
thwarted terrorist plot in New
York.
He is facing trial at his

native Fayotun, south of Cairo.

Mr Nagy Ghatrifi, Egypt's

foreign ministry spokesman,
confirmed a request had been
made for the cleric’s extradi-

tion, following weekend talks

between Mr Amr Moussa, for-

eign minister and the US
ambassador in Cairo.

The request has been
prompted by the ruling at the
weekend by a judge presiding

over the re-trial of the sheikh
at Fayoum. where he and more
than 40 others are facing
charges of inciting and partici-

pating in a riot in 1989, when
two Egyptian policemen were
kineri-

Judge Ahmed Izzat Ashmawi
ruled that the sheikh must be
arrested to face the re-trial in

person. “We are asking for his

extradition because the court

has said he must be here to

stand trial" said Mr Ghatrifi.

Sheikh Omar Abdul-Rahman
denies links with terrorism,

either in the US or in Egypt,
but is viewed as spiritual

leader of the extremist Gamaa
al-Islamiyya, which claims
responsibility for attacks on
tourist targets and security
forces in Egypt
He has openly called for the

overthrow of President Hosni
Mubarak’s government
Eight of his followers were

arrested last month They are

alleged to have been preparing

explosives in an attempt to

blow up the UN headquarters

and two road tunnels. A fur-

ther seven men. also associated

either with the cleric or the

It is not clear how
ardently Egypt
wants Sheikh Omar
Abdul-Rahman back
in the country,

where he might
become a focus for

Islamic militants

New Jersey mosque at which
he preached, have been
charged in connection with the

February bombing of the
World Trade Centre in New
York-
Sheikh Abdul-Rahman was

acquitted in 1990 concerning
the 1989 riot, but the Egyptian
government this year ordered a
re-trial under presidential pre-

rogative. This began in April
and 19 of 48 accused face capi-

tal charges.

The sheikh surrendered him-
self to US immigration authori-

ties last week for questioning

about a deportation order
before US courts since March
last year.

US authorities have stressed

that his detention is not

directly connected with the

Trade Centre bombing, or last

month’s intercepted terrorist

attack, but it follows much
publicity In the US associating

the cleric with both incidents.

Extradition of the sheikh
could pose legal and political

headaches for Cairo and Wash-
ington. It is unclear whether
any effective extradition proce-

dure exists. For one thing, the

countries have no direct extra-

dition treaty, only an 1874

agreement signed between the

US and the Ottoman empire, of

which Egypt was then part

Also, it is not clear how
ardently Egypt wants Sheikh

Omar Abdul-Rahman back in
the country, where he might
become a focus for Islamic mil-

itants engaged in a campaign
of anti-government violence.

Egyptian officials had mid that

they did not want the cleric

returned.

However, growing pressure
in the US to deal with the con-

troversial cleric, combined
with the ruling on Saturday at

Fayoum, appear to have forced

the Egyptian government's
hand.

Officials may now consider
that it would be better to have
Sheikh Abdul Rahman under
dose scrutiny in Egypt than
elsewhere - particularly in the
Sudanese capital Khartoum,
from where he flew to the US
in 1990 and where he might
have more scope to inspire
activity against the govern-
ment in Cairo.

Labouf
talks

fail at

By John Burton in Seoul

A BREAKDOWN: frr -liOfoKr

negotiations is ihreat&iiqg fo

cause widespread industrial

action at Hyundai, South

Korea’s largest cotigki!nera&-

Hyundai estimates

has already suffered 26Xbn

won ($330m) in lost safes tiwe:

May, due to labour strife

affecting Hyundai Kotova*
largest automaker in Sonfi,

Korea, and Hyundai Vi:eciMmL

a container and jeep manufac-

turer. : “1-7

South Korean President lain

Young-Sam has warnedgSat
he may be forced to'm^a
"grave" decision conceniJag

the labour unrest at Hytmftd

if it threatens to aamdge3i»:
nation’s economic recovery,- v :-

The government has b&fokd
the job action at Hyundai-fm!:*

meagre 3.2 per cent rise&
exports last month. Vehkies
and containers are among
Korea’s leading export tteuj*.

Workers at five Hyundai
companies, including Hyundai

Motor, have already staged

partial walk-outs.

The unions at four other

Hyundai subsidiaries, includ-

ing Hyundai Heavy Industries

and Hyundai Mipo Dockyard,

have voted to strike on
Wednesday unless their,

demands for considerable

wage rises, averaging 16 per

cent, are met
Hyundai estimates it could

lose L58bn won from a two-

week strike at Hyundai Heavy
Industries, the nation’s big-

gest shipbuilder.

The Hyundai trade unions

are among the most militant

and well-organised in South
Korea. The concentration of.

Hyundai manufacturing facffl-

ties lit the south-eastern dty
of Ulsan facilitates collective

action among workers.

Prospects for settling the
Hyundai labour dispute
appeared good last week alien

workers at Hyundai Precision,

which initiated industrial

action within the industrial

group, agreed to return to

work. Mr Chung Se-ynng,
Hyundai chairman, then pro-

posed to negotiate directly

with other Hyundai onion
leaders on a final pay deal.

A meeting on Saturday was
aborted when the unions
Insisted on a comprehensive
settlement for all Hyundai
companies. Officials wanted to

conclude agreements on an
individual company basis, in a

bid to weaken the power of the

Hyundai union alliance.

The labour dispute repre-

sents a key test for Mr Kim, a
former dissident and the coun-

try’s first civilian leader in
more than three decades. r'

• .

His implied threat to creek

down on labour unrest

.

reverses his government’s
remit moves to offer conces-

sions to the onion movement
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THE DECISION by the Bundesbank last

week to lower the discount rate by half a
percentage point, to 6.75 per cent, will ease

the pressure from its disgruntled partners.

But the summit meeting of the Group of

Seven leading industrial countries in

Tokyo this week is still likely to be an
uncomfortable occasion for Germany.
Everyone will want to see more easing

soon. This is quite understandable, since

the easing so far has not been all that
substantial.

This may seem surprising when the dis-

count rate has been cut by two percentage

points since last September, and the repur-

chase or “repo" rate has fallen 2.4 percent-

age points over the same period.
Yet, by one important measure, German

monetary policy has hardly eased at all

As the chart shows, D-Mark three-month
interest rates have remained above the
yield on long bonds since shortly after

German monetary union. France is the
only other country shown in the chart for

which, this has also been true.

In virtually aU market economies, cen-

tral hanks work by changing the price of
money, rather than its quantity. When a
central bank makes short-term interest

rates higher than long rates (that is, cre-

ates a negatively sloped yield curve), it

normally pushes the exchange rate up.

But it also squeezes financial intermedi-
aries. The mechanisms through which this

works include:

• Elimination of the profitability of bor-

rowing short and lending long at fixed

rates of interest

• Pushing creditworthy clients to borrow
In bond markets instead of from banks;

• Reducing the incentive to borrow at

short-term rates of interest and the profit-

ability of those who must do so;

• Lowering desired holdings of invento-

ries.

In the end, traditional credit-creating

institutions are by-passed, lending is

reduced, monetary growth falls and the
economy goes into recession.

The charts trace the relationship of two
significant points on the yield curve since

1989. They demonstrate how for the mone-

tary policies of the US. Japan and Ger-
many diverged after 1990. The US' eased
first, the maximum degree of easing being
reached in the months preceding “black"
Wednesday, which was also the period of

maximum German tightness. As for
Japan, it not only started to ease a year
and a half after the US but, judged by the
shape of its yield curve, by rather less.

The divergence between US and German
monetary policy, along 'with the tightness
of the latter, were the main reasons for the
months of chaos in the ERM. The chart
shows how the UK was unable to ease
monetary policy from mid-1991, while
Italy’s policy was sharply tightened in
mid-1992. As for France, it not only suf-

fered tight monetary policy before Septem-
ber 1992, but tight and highly unstable
monetary policy thereafter, reaching rela-

tive calm only in April 1993. Even so, its

monetary stance remains for tighter than
those of Italy and the UK today.

This makes little sense. France has low
inflation. As the table shows, it also has a
serious industrial recession and rising

unemployment Germany has experienced
a still deeper industrial recession, though
it does suffer from uncomfortably high
inflation. As for Italy and the UK, their

dismal industrial performances In 1991 and
1992 show they did need monetary easing.

G7 monetary policy is still in disarray.
US monetary policy has been

,

skil fully

handled by the Federal Reserve over the

last few years. The same cannot be said of

anyone else’s.

The Bundesbank's sins, though real are

at feast venial compared to those of the
politicians in Bonn. But the determination,
of the rest of the EC to stick to unchanged
ERM parities after German unification
was a signal error, one the French seem
determined to persist with to the. last .gasp;

As for the Rank of Japan, its policies

were eased too late and too little. It would
be good to think this week’s meeting of

.

the G7 will mark the start of common
sense on monetary policy.

Unhappily, the chances are close to zero.

Martin Wolf
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NEWS: UK

Toray to open
£50m Midlands

i
n
J textiles plant

at

v v.

m

rates

,ef

By Daniel Green

TORAY, Japan's biggest
textiles company, on Wednes-
day opens the east Midlands'
second biggest ever inward
investment project, after Ttiyo-
ta's Derby car plant,

.
A £50m weaving mill at

Mansfield, Nottinghamshire
will employ 200 people in its

early stages, rising to up to 400
within two years.
But the new jobs are likely

to make little impact on Mans-
field's unemployment, swollen
to more than 6,000 by coalmine
closures.

The highly-automated plant’s
output will help reduce the
£42m polyester fabric import
bill that Britain paid Japan
last year. Toray also plans to
export the UK-made fabrics to
the rest of Europe.
The factory will take polyes-

ter filament and twist it a vari-
ety oE ways before weaving it.

This will create the most
sophisticated textures in poly-
ester fabrics available in the
UK, according to Mr Colin
Purvis, secretary-general of the
British Apparel and Textile
Confederation.

Most of the buyers of the
cloth will be clothing suppliers
to Marks and Spencer, the
UK's biggest garment retailer.

They will use it in mid-price to

luxury items such as satin and
crepe lingerie, blouses, dresses
and skirts.

"This is good for the British

textiles industry" said Mr Nev-
ille Bain, chief executive of
Coats Viyella, Europe's biggest

textiles company and a doth-
mg supplier to M&S. “You've
got much quicker response and
a much shorter supply line for
these fabrics."

Built next to the Mansfield
colliery, which closed five
years ago, the plant will even-
tually double Toray's fabric
output in the UK to 39m
metres a year.

The company's UK turnover
should rise to £8Qm a year as
the new plant joins others at
Hyde, Cheshire, and Buiwan,
Nottinghamshire, which Toray
bought in 1989 from cheminalx
company Courtsolds.
Mansfield district council

welcomed the investment as “a
much needed breath of life into
the local economy".
But Mr Philip Asquith, the

council's head of economic
development, warned that
there would “not be a great
deal of change in unemploy-
ment. There are 6,000 unem-
ployed in the Mansfield dis-

trict, a rate of more than 12 per
cent".

More are likely to join the
dole queues as the impact of

recent coal mine closures takes

effect, he said.

Toray’s investment repre-
sents a return to the region’s

traditional strength in textiles.

Competition from far eastern

countries where labour costs

are much lower has led to a
series of factory closures over
many years.

As late as 1981, 3.700 people

were employed locally in tex-

tiles. Ten years later, the fig-

ure was 584.

German
chambers
have more
resources
CHAMBERS OF commerce in

Britain have only a fraction of

the resources available to

their German counterparts, a

study published today shows,

writes Charles Batchelor.

British chambers have* only

one fifteenth of the resources

of German chambers on aver-

age, while staff numbers are

just one sixth of German lev-

els. This means UK chambers
often offer a far narrower
range of services.

In spite of their limited

resources, British chambers
are active in helping their

members develop business in

continental Europe, their unit

costs are lower and they are

more commercial in their

approach to the needs of busi-

ness, the study says-

Official backing for the Ger-

man chambers and the

requirement for businesses to

register with them make for a

much larger organisation. Ger-

man chambers have 3.2m
members employing a total of

25m people. UK chambers of

commerce and chambers of

trade, with voluntary member-

ship. have just 210,000 mem-
bers with 4m employees.

In Germany all commercial,

industrial, small and craft

businesses must be chamber
members, and chambers get

much of their income from

compulsory subscriptions,

levies on local business taxes

and fees for mandatary
services such as training

examinations and export docu-

ments.

Row blows

up over

holiday

failures
A ROW over who should bear

the cost of compensating the

customers of failed holiday

companies, has broken out
between -the Civil Aviation
Authority, credit card compa-
nies and the travel industry,

writes Michael Skaplnker.

Travel agents have com-
plained that the CAA and
Barclaycard have forced them
to bear the cost of tour opera-

tor collapses. The holidaymak-

ers have received full compen-
sation as the foiled operators

had Air Travel Organisers'

Licences issued by the author-

ity. Where travellers had paid

for their holidays by Barday-

card, the authority insisted

Barclaycard bear the cost

The Association of British

Travel Agents says that 10 of

its members complained that

Barclaycard had, in turn, deb-

ited their bank accounts for

the cost of the holidays. The

travel agents said they should

nbt be held responsible Cor the

collapse of tour operators.

Although they have had to

pay the full cost of the holi-

days, they only received com-

missions of between 5 per cent

and 15 per cent at the time of

sale. This was further reduced

by credit card commissions.

Barclaycard said it had not

debited travel agents’

accounts. In some cases, it

passed on the cost of compen-

sation to the bank responsible

for the agents* credit card

transactions. Their own banks

debited their accounts,

Barclaycard said.

Labour leader and

unions set to clash
By PhBip Stephens,

Political Editor

MR JOHN SMITH, Labour

opposition leader, has set him-

self on a collision course with

the trades unions at this

autumn's Labour conference

by refusing to budge from

plans to reduce their collective

role in the party’s decision-

making. .

Mr Smith has underlined ms

determination that union par-

ticipation in the selection of

Labour parliamentary candi-

dates could be exercised only

through individual party mem-

bership of trades unionists.

This one-member-one-vote

principle has already been

rejected by a majority oftne

unions. The TGWU, the largest

union affiliated to the party,

will this week join others mse

the GMB in insisting that, as

Labour's paymasters, they

must retain a collective voice

in the.choice of candidates.
,

But Mr Smith said; ^ did not

become leader of the Labour

party just to do easy

have the responsibility as

leader to do what I think is

right. And I will do it. Its my
job to seek to persuade people.

I am under no illusions that its

an easy battle to win, but I am
determined to win it"

Despite the threat of a

humiliating defeat at the par-

ty’s annual conference, where

the unions hold 70 per cent of

the votes, Mr Smith insisted

that a decision could not be

deferred for a further yran "I

will fight on...r hope I wal

succeed in persuading people

to adopt it at the conference."

Mr Smith rejected a compro-

mise floated by some unions

Ulrich would give votes only to

those trades unionists wio

paid the political levy to their

unions and were willing to

sign a register of Labour sup-

porters. He wanted instead

individual trades unionists to

jSSThe party: “I think we

have got to have peopie 'who

choose to be members of the

^th the arithmetic stacked

against him, he is relying on a

last-minute retreat by the

unions, and on ^visions

SSween them, to avoid a dam-

aging defeat

Independent

inquiry

urged into

Nadir affair
By Jimmy Bums

LORD SCARMAN, the former
law lord, yesterday called for
an independent inquiry into
the Nadir affair as a fresh row
surfaced over allegations of a
£3.5m conspiracy to bribe the
Old Bailey judge handling Mr
Nadir’s fraud trial.

Lord Scarman told the
Financial Times: “Nothing that

has been revealed so far gives

any guidance to the truth. The
only thing that has emerged is

the necessity for a public
Inquiry. The matters which
have been raised are much too
serious."

Within the House of Com-
mons, a majority of MPs,
including in the opposition,
share the government’s view
that parliament should not
seek to interfere in the running
of criminal justice.

However, responding to the
Attorney General's public
refusal last week to order such
an inquiry. Lord Scarman said

that the government had yet to

produce “irresistible answers
to a number of questions",

which had been raised in
recent weeks.
Mr Nadir yesterday renewed

his public onslaught against

THE MISSING MILLIONS: HOW NADIR USED POLLY PECK MONEY TO FEED HIS PRIVATE EMPIRE

Asa Nadir raised over £1bn
between 1987 and 1990

from shareholders, banks

and bonds. Some went on
PPI, dividends and interest.

The rest, around £371m, to

buy PPI shares and fund

his private businesses

The funds leave London . .

.

National Westminster Bank, £14&7m

£159JSmMtSand Baric, Aldgate

(£ account}

MMfana Sank, Afcfgate

$ account}

Loans to PPI, but not held

by PPi

letters of credit finance

Charged U> PPI

Other PPT funds

£7.7m

£l&5m

£37-6m

Cltom

... are shuffled between various

offshore accounts before , .

.

£144m ' National Westminster . £41iu

Bank, Jersey

269m Industrial EMOqi
Bank of Cyprus (1BK)

El26m knpaxbank - Turkey El56m

£32m Other banks £32m

. . . moving beyond PPI’s control

To Swiss Citibank account of his mother, £7am

Saflye, tor PPI shares, property, etc

For buying PPI shares through his £Wm
offshore mats in Jersey & Switzerland

To build and support his personal £8Sn

Turkish printing and newspaper businesses

To buy Impexbank for himself in Istanbul 214m

To buy the luxury SatamEs Bay Hotel in

northern Cyprus

Efim

Deposited in the Central Bank of Turkish £46m
Republic of Northern Cyprus

To finance his sister BiSje’a artine, £77m

Cyprus printing and other private interests

Total £371m

In addition to the missing £371m accounted for above, another £19<hn is shown in company
accounts as borrowed from PPI by Unjpac, its principal Cyprus subsicBary- It is still missing

£194m

Source: PPI accounts. issued by PPt bank statements anStther tntanai documents Research: Andrew Jack GrapWc: Chris waflw

the SFO and the police accus-

ing them of conducting a cam-
paign of "disinformation""
designed to discredit him.
In a statement issued to the

Press Association from his
home in Norther Cyprus where
he is a fugitive from British

justice. Mr Nadir said; “At
no time whatsoever have 1

been involved in a plot to

bribe Mr Justice Tucker.”
His solicitors. Pannone and

Partners of Manchester, broke

with the normal legal practice

of not commenting publicly on
a criminal case while it is sub-

ject to trial. They claimed that

the latest bribery allegations

“hit directly at the criminal

judicial system”.

The Sunday Times newspa-

per yesterday reported on the
alleged plot to bribe Judge
Tucker, based on what the

newspaper called “confidential

transcripts of Nadir’s pre-trial

hearings earlier this year; a
Serious Fraud Office legal doc-

ument; and notes of an inter-

view between Nadir and Scot-

land Yard officers".

Lord Scarman said that be

still believed Mr Nadir could
have a fair trial with or with-

out a public inquiry.

• Mr Octav Botnar, former
chairman of Nissan UK yester-

day pledged to return to the

UK to face trial over allega-

tions of tax fraud “as soon as I

can”. Mr Botnar, who is recov-

ering from cancer at his home
In Lausanne, Switzerland, told

BBC TV’s Breakfost with Frost

programme: “If I would not do
it, I would lose self-respect for

myself."

He insisted he was innocent

of the charges. He also claimed

that he had donated only
£90,000 to tbe Conservative
Party and not Elm as some
newspaper reports have
claimed.

•
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THE WEEK AHEAD
ECONOMICS

Data may back German rate cut
A string of important economic

figures in Germany will coin-

cide with this week’s Group of

Seven summit in Tokyo. The

statistics, expected to highiight

considerable domestic weak-

ness in Germany, will back up
the Bundesbank’s decision to

shave interest rates last week.

In spite of the latest move by

the German authorities, high

European interest rates wiQ be

one of the issues preoccupying

the prime ministers and
finance ministers meeting in

Tokyo. Even after the German
cut, rates in continental

Europe are perceived as being

too Mgh for this point in the

business cycle and the US - in

particular has been urging Ger-

many to ease monetary condi-

tions.

West German manufacturing

orders for May are forecast to

be roughly unchanged on the

previous month, while jobs

data will probably show
another big jump in unemploy-
ment. Ms Ruth Lea, chief econ-

omist at Mitsubishi Bank in

London, believes there is a
good chance that this week’s

data will indicate that the
worst of Germany’s recession

is over.

“A fairly convincing case can
now be made for suggesting
that the rate of decline of west
Germany's industrial produc-

tion is slowing significantly.

But I believe it is too early to

suggest that industrial produc-

tion may be rising on a trend

basis ” she said.

There are few figures in the

UK this week, but the Trea-

sury's panel of wise men issues

its second report on the prog-

ress of the economy today.

Consumer credit figures, also

out today, will give some indi-

cation of consumers' willing-

ness to borrow now that Inter-

est rates have come down.

It is a relatively busy week

for figures in the US. Car and

truck sales In June are expec-

ted to have risen at roughly

the same pace as in May. Con-

sumer credit figures are fore-

cast to confirm that consumer
Indebtedness as a proportion of

income remains close to an
all-time high.

The Tnain economic statistics

and events of the week follow.

The figures in brackets are the

median of economists' fore-

casts, from MMS International,

a financial information com-
pany.
Today: UK, Treasury's seven

“wise men" release second
report on state ofUK economy;
May consumer credit (up
£150m); June MO (up 0.4 per
cent on month, up 45 per cent

on year). Spain, June official

reserves. Germany, start of
Bundestag summer recess,

ends September 3. US, May
home completions; auto sales

June 21-30 (6.9m units), truck

Germany '

Industrial Production (1985 a 100)

sales; Johnson Redbook week
ended July 3; Independence

Day - all markets closed;

Japan, Bank of Japan quar-
terly branch managers' meet-

ing in Tokyo.
Tomorrow; Germany - west,

June unemployment (up

35.000)

; May employment rate

(down 55,000): June vacancies

(down 4,000); Germany - east,

June short time work (down

10.000)

, unemployment (down

20.000)

. US, FOMC meeting,
lasting two days. Canada, June
foreign reserves; April labour
income (down 0.2 per cent on
month). Tokyo. US. EC, Japan,
Canada trade talks. Clinton,

Miyazawa meeting in Tokyo.
Australia, May retail trade (up
0.5 per cent on year). New Zea-

land, Q1 GDP index.

Wednesday: G7 summit
meeting in Tokyo (continues

until Friday). US, May whole-

sale trade. Canada, June Help

Wanted Index (93).

Thursday: France, Q1 GDP.
US, initial claims week ended

July 3; state benefits week
ended June 26; May consumer

credit (up SL5bn); money sup-

ply data for week ended June

28, Japan, Yeltsin, Miyazawa
talks scheduled in Tokyo. Aus-

tralia, June employment
(unchanged on year), unem-
ployment rate (10.8 per cent).

Friday: Norway, June CPI
(up 02 per cent on month, up

2.4 per cent on year). US,

FOMC minutes of May IS meet-

ing in Washington released.

Canada, June employment (up

0.1 per cent on month), unem-
ployment rate (11.3 per cent);

May motor vehicle sales; June
housing starts (up 155,000

units).

During the week: Germany,
MSy manufacturing orders (flat

on month); March trade bal-

ance (DMl.7bn surplus), cur-

rent account (DM4bn deficit);

May retail sales (down 1 per
cent on year). France, May M3.
Netherlands, June CPI (down
0.1 per cent on month, up Z2
per cent on year). Switzerland,

June CPI (up 3.4 per cent on
year). Belgium. June unem-
ployment rate (112. per cent).

Emma Tucker

RESULTS DUE

Profit fall likely at Scottish &
Scottish & Newcastle is

expected to report fall-year

pre-tax profits today ofabout

£2Q2m compared with £22lm

for the previous 53 weeks. The
results wiH reflect lower

property profits and
exceptional costs of cutting

staff. Growth at Center Parcs

is unlikely to make up for

tough trading in the brewing

and retailing sectors.

Dixons, the electrical goods

retailer, is expected on
Wednesday to report pre-tax

profits of about £80m. for the

year to April up from £70An

a year earlier. Some Increase

in. UK profits will be offset by
mnHnirfngr os losses. Investors

hope to hear further plans for

turning round toe Sflo chain

in the US. At best a minimal

dividend increase Is likely

given the low cover.

Taunton Cider should

brighten the market os
Wednesday with forecast

profits of£TL5m for its first

full year after flotation. The
cider market grew during the

past year at dose to 8 per cent

against a 3 per cant decline

in beer, and Taunton’s brands

were well placed at the

premium end of the market-

Greene Kins, the

East-Anglfan NsNNj***
is expected to report fuU*year

Settle changed atman
on Thursday. Growthm the

free trade is believed to have

slowed, and though the

company’s managed pubs have

performed well, beer ales are

down in the tenanted houses.

Howden Group, toe
.

Glasgow-based engineering

company, is expected on

Wednesday to report flat

prmnal profits of about £l8m.

Newcastle
after being adversely^affected

results from Bndgen^the
smallUK food retaflhtg durin

in which Kewe, one of

Germany’s largesfcfte

retailers, bought a£§]

state in April Buagei_

expected to haveJncre&efr
pre-tax profits

between £&Sm and!

to resume paying

Interest will focusmitpfv:
Germans' intentions

the group, which management

is trying to reshape! .._v "V.

UK COMPANIES

TODAY
COMPANY MEETINGS:
Gate* (Rank OJ, Bmhust Conference

Centre, Queen Maiy Cdege, 98 Wgh
Rd. Wood!Orel, Essex. 12.00

Value & income TsL. 45 Chartotto

Soon. GdWjunjh, 12.15

Whitbread Inv. Co. The Bnmwy,
ChteweB St, EC. 12.30

BOARD MEETINGS:
Hunk-
Abtrust New Down Inv. Tat.

Branagrow bids.

Condo Engineering
Creightons Naturally

Mkflands Electricity

Scottish & Newcastle
Interims:

Gardiner Grp.
Lee (Arthur) & Sana

M TOMORROW
COMPANY MEETINGS:
Abtrust New Thai Inv. TsL, 99
Charterhouse Si. EC. 1230
Casket The Rot/xfhay Room. HoDday
inn, WaUingfon &, Leeds, 1030
German Inv. Tat, 48 Chiswafl St. EC,
230
BOARD MEETINGS:
HnekK
Aapnry
Aveeco
CoMta ft Fowter
Evans of Leeds

Farepak
Howden Grp.
Sfena Food
Staffing PubHshfng
In tartans;

Eurotherm
Jersey Electricity

PIP

WEDNESDAY JULY T
COMPANY MEETINGS:
Atkins Grp, Old Cottages. Lower Bond
St Wncfcfay, Lok*., 10.00

Borthwicfcs, Founders* Ha#. 1 Cloth

Fair. EC. 11.30

Dares Estates, The Great Eastern Hotel.

Liverpool. 1200
Edfeburgfc Inv. Tot, Caledonian Hot*
Princes St, Ednburoh, 1200
REA. Hhigsn 7 Bedford Square. WC.
10.00
Safantxny (JJ, Queen Stzabeth 11

Conference Centra. Broad Sanctuary.

SW. 1200
SketcMey, Getters' HaU. 0 Montague
Close, SE. 1200
TD3 Ctrouhn, WNtabbk Estates,

Blackburn. 120

0

BOARD MEETINGS:

Bespak
Hudgens
Dixons
EFM Japan Tst.

First Spanish few. Tst
Rvmtng Geared Income

Fleming bitL High income
fads.

Joseph (Leopold) Hdgs.
BegVerdy
Taunton Cider
Tope Estates
Interims:

TorexMre

THURSDAY JULY 8
COMPANY MEETINGS;
Allied-Lyons, London H3ton Hotel, Park
Lane, W, 11JO
Brawn (NJ Grp* Rarnada Renaissance
Hotel, Manchester. 2.30

Chesterfield Properties, 38 Cuizon St,

W. 11.30
Channel Hldga* Insurance He#, 20
Akfermanbury. EC. 12.00

First Ireland few. Co, Old Jury. EC, 1200
Parkland Text#* {HWgsJ, The Forte

Crest Hotel, Bramhope. Leeds, 1130
Rsfeus ML, Proteus House, Lime Green
ustneee Pwk, Macdoefleld. 1200

Smith (James) Estates, Ctoswood House.
Lows Beedbig, Mr Horsham, W. Sussex.
11.30
Wes&wy, Gotten VfcBgy Hotel
Gloucester Rd. Cheitenhani, 1200
BOARD MEETINGS:
Rnate
Associated BrtBsh Eng ineering
BannerHomes Grp.
British Bloodstock
Burtotiwood Brewery
Darby Grp.

Equity Coneortfew. TsL
Gibbons Lyons
Gold Greenless Trott

Greene King

Peal Hldgs.
Stewart & Wight
Interims:

Oewtniret

Mterogen HkJgs.

FRIDAY JULY 9
COMPANY MEETINGS:
Ereopa Minerals Gqx, 1 MRie Square.

EC. 11.00

Ingham, Royal York Hotel, Station Rd,

York. 12.00

Jove Inv. TsL, 99 Chmerhouss St, ECL.

1230
Vosper Thornycraft, Victoria Rd.

Woolston, Southampton. 2.30

BOARD MEETINGS:
Finals:

Brown A Tswee Grp.

Lathren (Jamas]

Pelcan Grp.

Upton & Southern HMgs.

Company meetings ere annual general

meetings unless otherwise stated

Reports ana accounts ere not normally

available tan# about six weeks after board

rneeflnge to approve preliminary results.

PARLIAMENTARY DIARY

TODAY
Commons: Questions to social seaafly

mWsters. etaseh commlseloneta and

Lord CharaeSor's department.

Debate opened by opposition on the
continuing closure of cool mines'.

Payment of the Cod Subsidy Order.

Coal Industry (Restructuring Grants)

Order.
Lords: RsBwaya B*. conrmiae-
Locel Government (ftrnendiiwnl) BB.

third reedng.
Channel Ttemel Orttemretonal

<—IB—I Order.

CM Detanoe (General Local Authority

Functions! Regtesdons.

CM Defence (General Local Authority

Function#) (ScotimdJ Begifiafions.

TUESDAY
Commons: HeeBh questions.

216pm questions to the prime minister

- Commons leader Tony Nevrton elands
In for Mr Maforwho vm be at G7 aumntiL

European Parittnantaqr Elections BB.
committee.

Debate on Sped* Grant Report

Lords: Education BB. third reacting.

Select committees: National heritage.

Subject the future of the BBC. Witnesses:

Mr Richard Branson, Mr Richard W
Cartoon, BBC worid service. (iQJOam.

room 15).

Treasury end dvfl service

«fo-coawitttoe. Subject: the mla of the

cM service. IMtoMK Mr lMBnn
Wddegraue. chenceBor of the duchy
of Lancaster. (n-ffiem, room B).

WBMGDAY
Commons: Scottish questions.

Empeen PstiamerAsy Bections BtiL

remaining stages. .

Hotting Vessels Pecommiasionlnfl)
Schema.
Loaric Croftera {ScodaorS BB. cornroriJoa.

Scottish Lend Court BB, committee.
nafcmya BB. laxiaiiltoe.

Batiste on ttanttty cards.

9eleot onmmltteee; Trade end Industry.

Sutjact competitiveness of UK
rrunotscturing Induetiy. Witnesses:
society of motor manutacturars snd
traders, GKN, and Mmsn. ffOSOam,
room T9.

Welsh dm. Subject pubic
anpenaaire, education. Witness: Sir Wyn
Roberts, Welshdee minister of state.

fKL30sm. room 8J.

Defence. Subject army training.

WBnsaaes: ntinbfey of defence officials.

(tOSOam. room 16).

Sods! security. Stfctect the operation
of pension fends. Witness: Mr Andrew
Large, chairman, securities snd
bwsjUBtna board. (3.15pm, room 21).

Foreign aflatas. Subject Unesco.
Witness: Mr Douglas Hogg, foreign office

minister of stats. (4.00pm.

Trenspoft Subje^tflrmift nrtfe.

Witness: airfield environment federation.

unopm. mom 17)-, J
'Treasury and civi service. Sifojsct

the nde of the Bank of Engfend.

Witnesses: Lord Lawson, Lord Healey

(4.15pm, room 8).
_

Sclenae and fBChnotogy. 5i*jertm9

mutes through w«ch the science base

to translated Into fonovailve and
competitive technology. Witnesses: Ford

motor company. Group Lotus, end Lucas

Automotive. {4.45pm, rwro 8).

employment Subject: the work of

the equal opporturtfttes commowon.
Witness: Kamlesh BeW, chalLequal

opportunities commission (5 ,00pm, room

20).

THURSDAY
Commons: Agriculture questions.

215pm questions to the prime minister

- Commons leader Tony Newton stands

In for Mr Major who w» beat G7 summit

Estinenes debate on occupational

pensions, social security aid to

occupational ponetow advisory service

and Maxwell Penatonare' Trust aid

education ependtofl pfens.

Lords: Leasehold Reform, Housing and

Urban Development BB, Commons
amendments.

National Lottery BB. committee.

Sexual Offences BB. oommtoea. -

Representation of fite Peopleat
second reading.

Select conmdtteee: Nsticnsiheritage.

Subject the fiitore of ff»BBGIWwB«K
jusbees’ ctorta society, tstoMtior tearefoo

unit the redo emhorty. (ULSOkl mom
ig.

A^taiture. Subject the dfocta of
conservation measures on theUKsea-
fishing fodusby. WRnesesc MreGMan
Sfiephted. ntintoter of agricuRui«b.MiplH

end food, Mr Michael Jack, nMtfef of

state, MrC R Caret, head, couWijskto,

nwfne, envfrorerwntmidfishMea

-

department ministry of sgricUMr^. .

fisheries and food, end Mr G Robeorc
fisheries escretory, Scottish olios,- .

agricutoeaend fisheries'depsreosut ..

(I0.45em. room Q. .

FRIDAY
Commons: Debate on tourism and.

deregdation.

Lords: Appropriation (Northern fedaoG
•

Order.
Northern Ireland Act (tntedra Period

Bdandon) Order.

Aitny, Air Force and Naval EbcfeBne
Acte (Continuation) Order.

BtMng Veseeto (Deoomrntodoflfe^
. .

Scheme.
Debate on regufetioa of Uoyds of

London.

DIVIDEND & INTEREST PAYMENTS

TOOAY
Abbey NaLheasSswees njm are. Nts.

1906 L>b5J0JOO
Brrttws Inv.4% Rwp. Obi C2
Berr & WtfbceAmoW T«.>jp

Da A Non-Nftg. 7p
BMteeUAReaVKdAOp
Belt Brea 0i5p

Bcwthape 487p
BP DewlAuR.11«M QOS. Hu. ISM L5B7500

Crods WL Sp
Croydon Coro. 3WK 0.75
Duneda Worldwide kw. TeL 2*p

Forward Brp. 2p
QmM27Sp
OencorB* Grose Cm. Pi Kltt
QuanSan Bowl EsehengesAp
Hudson*A CredMI SAp
HepwxttiUap
Hughes (TJJ 1^5p
KtaoMwrSJp
LMd* i Hobecfc BUg. Boo 6c*. N*
2001 C42A1L82
London Atendc feiv. TeL 229p
Mat Wser Beam SsfeieeDuma3K Gad
Ob-CTJO
MAI.T. Compuang 125p
Naoorwl VMasnanMr Bank 1M* Sun. Ua
Ln. 2004 0625
NFC Ver. Voting 13Sp
N9xn Dm Kodsi 9Mi QbL Bos. 1986
EenOIJS
Pacific DurtoiASai05
pMkL35p
PS011VrHBde.2014E1.150
Rofie-Royce 245p

Soatfirfr Amsnxn few. Go. t.tJp
Tohya tend Corpa B.1H Bde. 1988 VBiaooo
Used Kingdom2KK Am. £0625
Da 2*HAmSM £00*75
Da 2*% Coned. EOBSS
Wenr Howard 038p
Yda Cma S Ca 24p
Da 11JH Cm. Rd. Pf. 1BW2003276p

TOMORROW
Anglo Ameriesi Gold few. IS
BfecfcfA.aCjg.2Sp
BoddfeW felt Cera S0L02S
Sue Greto Inda 6HH Ua La £3.125
toSiSt Tetooomre. 9HH fee. 1993 28250
Cease Carpi SOjOS
Cofeiwn p. A) fee. 6H Ua la 1991/98 £4
Ctxnacfcfe 3L5H Coils Pt 1.75p
DaSWHUn. La 1994T96 £2.75

E-Sysens SOZ76
Fwanoa M. ISdga &25p
Gem piwDt OJ 22Sp
HatSngttonlaL 0375p
Morgan Cncare 885p
Nsa 9KH Bde. 1989 340250
Nuda 8 Peacock 4-lflp

Pteonun feBL franc*A FI*. Ffem Na 2003
Y1.oeS.48S
OSHkfoe-Wap
Redan 6 Ooferso 1Q25p
SiBdi |WJi) StfeH RdUoLa £28825
Da 7HH ML Ua la 1988/BS £2875
Smnh & Nephew 2JGp
Vt!am & lacoae TeL 1Ap
VWtabmeti 7%h Ua la 19902000 £2875
Da KMH Ua La 2000816 £585

WEDNESDAY JULY 7

Abater New Thar tw. Tat ip
BMBSap
Boune End Prapertss ip

BrMeb Meals TSL IJTTp
BrBfehGee rep
&nwMngj=em* fed* sail
CferiaonfHasod fp

Crttchwy'LBo
Eurapeen Cod & Steel Eai Bde. 1994 Bcu7&25
Gorman Inv. TsL OAp
Wellington KBsIde 3p
Lea (Aritu} 8 Sona 4p
MenJbcrV America 894 Ver, Rad Nee. I9n
Y20O0;0OO
Mortand ft Oa 2>Vp
PreudloatSp
Rmv ft Mereersle Tet L25p
Seoaefi Neficnd Tet i«p
acmMhVUwTfeLOLffip
Swnl IJp
SMdfeySP
Stannin CL2p
Sweden gangdom aQ Btfefe Bde. 169*

840225

THURSDAY JULY 8
Afifion lJ«p

reanburehtec-Tto. imp
Gorman renalerGo* few. 2p
hter-Amarkan Ow. Bank 121M6 lA 2903
pit as

MetropoltBi Esi ft Prep. fed. Wg. Nta 1995
Y197.909
Norsk Hydro 2825% Me 199B Ecu9M5
Wfebug (S.G) Cep. FBg. Nte. 2008
S1888*
Wwupac BMang Corpa AS0£6
vnoushby’s Cam. P*t 10.1341

FRIDAY JULY 9
AAFInds.80
Berry Beth ft Noble 23p
Bwmeh CBNm1 125p
Corr*a MBBng intfck ip
Channel Ip
CheeHrfteMI ftepertie* 7jp
Gay MorchfeU Yo4q jp
Draifton BknCNpTd. S.496p
BS 8 7750
Fenarie 0.76p

Fast Mend he. Ca 1<44p

Qrsantee 208p
togham 4,3p

KfeMd fed. Nr. 88H Gto. Bda 1998S8S
Megefiwi hde. tAp
Menu Redo I8p
Mezanfeie Cep ft fereoim Tet 2001 7£5p
M ftG Second Dud TSL 10*7p
Motgwi (JJ»J 13% Nte. 1993 CS130
Monte (Ph*W SOjBS

Mowfen |*wg ft Ca 2p
ftefiond Awfea— BeWtAaea*
New ZsMeref few. TfeL Oftp

PBridend TaxtM ffedgej Ip
Da ANon-Vig. ip
PCT4.75PMo Cfede Sftp
Reed PubflMng 9fe« Gtt Bde. 1997
mtuso
8domonAuGaonnBMNfe. 19953g71.11
SkWKfie Cro«d Gtd Tfeg. Nte. 1995
381275
ftidh (tened Estate* 2ftp
VMorGreartMrfc 1Jp

SATURDAY JULY W
ApOte MddaCoLCv. Rd. PL4p

CONFERENCES & EXHIBITIONS
JULY 9
Bad Debts - Ways of Making a

Debtor Pay
Fair or Unfair Dismissal
Donald B Williams BA LUB. a icconicr

end Chairman of lodustrial THbonals, co-

anthor of Bad Debts - Prevention & Cure,

leads two half days courses. (Law Society

approved). Suitable for solicitors, debt

coUcaca. personnel managers, cue.

Contact; Nigel Grizxard GC Legal
Training LkL Tel: 0532 738703
Fax 0532 3230 L9

SOUTHAMPTON

JULY 12
General Practitioners' and
Beginners' Guide to Insolvency
Course Tutors are Partners and Senior

Managers in tbc Corporate Recovery and

Insolvency Department of Sloy Heyward,

Manchester si ibis full day course for

solicitors and legal staff. (Law Society

approved).

Contact: Caroline Cardls GC Legal

Training Ltd. Tet 0332 736703
Fax 0532 323019

MANCHESTER

JULY 14
Taking Your Business Into
Franchising
Potential franchisors should attend this

Sloy Hayward Franchising Services
seminar which looks at expanding a

business through franchising. Sessions
cover the franchise market; setting up a

pilot operation; developing the franchise

package; the legal agreement; and the rots

of the banks. Enquiries: Amanda Griggs,

Stoy Hajwanf Franchising Services

TeL 071-486 3888 Fax; 071-487 3686

LONDON

JULY 14-20
Building Excellent

Relationships
Afternoon seminar 00 haw Transactional

Analysis ideas beip develop excellent

relationships with customers, colleagues,

family and friends.Full pack available,

including national newspaper articles,

explaining how these Ideas are helping

commercial companies, lawyers and civil

servants. Only £55.

Nick Williams Personal ft Professional

Development. Tel: 071-736 4911
Fax: 071-384 1576

LONDON

AUGUST 5-8

The NEC August Fair

With a theme of 'Antiques For Everyone’

this fair will consist of 300 Exhibitors

showing a broad range of antiques. One art

and objet d'art. All exhibits will be

examined by tie Honorary Veiling

Committee. Open 2ptn-9pm (5 Aug)
l lam-8pm (fi/7 Aug) llam-6pm (8 Aug).

Enquiries: Linda Colban - Centre
Exhibitions Tel: 021 780 4141 (ext 2760)

BIRMINGHAM

SEPTEMBER54
Design Renaissance
A three day programme plus related

meetings analysing the process and
practice of design in effective strategies

for growth. Leading designers and
representatives of industry from
throughout the world will present
forecasts, cue studies and analysis.

Contact: Design 9«i«iBnm
Tel ** (0)4 1 533 1930

Fox ++(0)41552 0511

LONDON

SEPTEMBER 13
Critical Technologies for

Europe: The 4th Eurapeen
Community Framework
Programme lor Research and
Development
Convened by The Royal Institute of
International Affairs and PREST
(Programme of Policy Research In

Engineering Science and Technology). To
be held in London. Enquiries: RIIA
Conferences. Chatham, House, 10 Sc

James's Square, London SW1Y4LE
Tet 071 957 5700 Fax: 071 957 5710

LONDON

SEPTEMBER 29 & 30
World MobHe Communications
The conference will look at mobile

oonurum(cations growth and technologies

together with the challenge of developing

ft nMw marker personal cWBUMfliCMloPi
system. Enquiries; Financial Hoes
Tel: 071 814 9770 Fax: 071 873 397573969

LONDON

OCTOBER 4 -

NOVEMBER 22
FT-CIty Course
The objective of the couoe is to provide

an understanding of all aspects of the

operations of the City and the facton that

make it a pre-eminent financial and
trading centra. Enquiries: Financial Times

Tet 07 1 814 9770 Fax: 071 873 3975/3969

LONDON

DECEMBER 7
”

Tom Peters: Beyond Hierarchy

The Case lor Necessary

Disorganization
Toms' management books rank No I on
the N.Y. Times best seller fat Spend a day
with Tom - iris not for the feint of heart -

Ws for renegades, leaders and people who
want to mm management philosophy bto
practice and succeed

Contact: Fiona Pink, The Economist
Conferences TeL 071 493 6711

Fax: 071 4093296

LONDON

INTERNATIONAL

SEPTEMBER IS
Tom Raters
The BBC in association with Hawksmcre
Is proud in announce a major event - your

chance CO hear Toot Reims' latest rirfnfefng

live. If you're excited by the future, not

traumatised by it. you'll be aspired by
Tom Perms.

Cell Lynsey Roger on 071 824 8257

LONDON

JULY 14 & AUGUST 5
Benchmarking - Organisational
Performance St Improvement
A practical one-day eemiirai/woikstiop.

lead by the authors of the forthcoming

Ettancnl Times Badness Serica book on

Benchmarking.

ConUKt Sulli Bendeti. Services Ltd.

TeJ: 0602 455285 Ftc 0602 817137
MANCHESTER & LONDON

' JULY 26-30

EVA '93: Electronic Imaging &
the Visual Arts
Conference, Exhibition, Tutorials.
NATIONAL GALLERY, The Foremost

Enopean Electronic Imaging Event id die

Visual Arts. Interesting to those involved

in Electronic Imaging throughout

Industry. Government, Telecomms,
Tourism, Libraries, Museums, Publishing.

Pholography. Film. Video ft ibe Visual

ArtsJtoiibiliua only tickets available £10.

Other rates on tequesLOiganlsers,

Vasari Enterprises

Tel: 071 253 313437 Fix 071 252 311540

LONDON

SEPTEMBER 23-24
Property Protection Against

Terrorism and Fbo -

Two Ons Day Conferences
These conferences will update anyone
involved with property on the iateat

thoughts on protection agninat fire and
terrorism- Price; £310 phs VAT or £520
pins VAT (brteth.

Cmtacc Kate MeicalC IBC
Legal Studies end Services Limited -

071 637 4383, Fax: 071 631 3214

LONDON

SEPTEMBER 27
Financial Reporting In the UK
The third FT meeting oa tho ASB's
proposals for changing accounting
standard* In tin UK. Tbc conference will

review foe changes and their impact on

reported company profits and balance

sheets. Enquiries: Financfal Tunre

Tet 07! 314 9770 fax: 071 873 39750969

LONDON

JULY 14-16
CUBA: Business, Trade &
investment
Enromoney's 2nd conference on Cuba
rates place m Cancun with a day-trip m
Cuba again. US execstives can attend. In

depth discussions and one-to-one
meetings with Cuban government officers

ft international experts will give insight

into opportunities ft recent developments.

Contact Karen Pedersen. Euromoney
Tel: 071-779 8831 Fax: 071-779 8835

CANCUN,MEXICO & CUBA.

JULY 18-24

11th International Cocoa
Research Conference
Organised by the Cocoa Producers'

Alliance and the Government of Cdte
tflvoiro. Cocoa Dees: integrated pesc and
disease management (TPDSf) Invited

speakers will deliver papers on various

aspects of the theme. Inscriptions: Comile
<forganisation de la He Conference

BJ«. V 82 - Abidjan Telex 23612 Agria
Fax (225)21 46 18 Cote (TJvoire

YAMOUSSOUKRO,
REPUBLICOFCOTE D'IVOIRE

SEPTEMBER 23 & 24
Tlw 5tti Economist

Telecommunications

Conference: Prospects for

Global and Local Competition
This years event looks at prospects for

Global Competition (msrkec/players ft

Urvioes/finanee ft regulatory barriers)

and Local Loop Competition (costs ft

benoflu/cxUring ft potential playen/EC
Policies.) listen to those already meeting

and sunnoontiog these competitive

pressures. Contact: Rom Pink,

Tbc Economist Conferences

Tefc07X493 67n Fax: 071 4093296
' VIENNA

TO ADVERTISE IN THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752

Just Published

OECDEconomic Outlook
No S3, June 1993

An authoritative and concise current

assessment ofeconomic trends and prospects

ofthe industrialised market economies.

Each issue features:

• A review ofdevelopments in monetaryand
fiscal policy3 labour markets, inflation,

foreign trade and current balances

• Reference statistics - over 80 statistical

tables and graphs

• Reviews ofdevelopments in each

OECD country

PublishedbyOECD and distributed hithe
UKbyHMSO Books
OECD Economic Outlook No 53,June 1993

|

ISBN 92 64 13933 8 200x270mm 230pages £14

The OECDEconomic Outlook can be obtained
throughHMSOBookshops, Agents and
throughahgoodbooksellers. Toorderdirect
please call 071-8739090. Formailorder, post
andpackingfree, please write tor

HMSOBooks, POBox276, LondonSW85DT.

CONFERENCES

TOTAL QUALITY MANAGEYILNT

THE RIGHT WAV TO MANAGE
W'n.i i \m E Cows

October 4(5 1993

October 617 1993

BIRMINGHAM

Today no business can afford 'business as nsul'. Yon can join the
woridwitfc quality revoiudew or be pushed aside by your competitors. Ife a
matter of survival and these 2 day seminars will Mp Directors and Senior
Manager* ensure tbc future success of their company.

Bill Cofeway is a charismatic speaker who was tin fits western CEO of a
Fortune 500 company to recognise the contribution made by
Dr W Edwards Dstiling to the Japanese industrial and economic miracle,

and lo employ him, work with him, lean from him and apply his ptindpfes
successfully.

During this time he took what was essentially an academic philosophical

approach and developed a working tool that could be enthnsiastically

embraced by management and staff of all levels. Leant how your own
company can successfully turn philosophy into practice.

For hooking Or farther information.-

Mike Gaffimore & Associates Ltd

Pbcne Qfi2l 858058 / Fax 0621 850972

CONTRACTS & TENDERS

The Hungarian State Property Agency
announces a single-phase, open tender for selecting a

PRIVATIZATION CONSULTANT

Companies under Privatization

Budapest! Bektromos Muvek R6szv6nyt&rsas6g

(Budapest Electric Company Ud.

1 132 Budapest, V6d lit 72-74.)

D&dundntuli Aramszolg61tat6 Rt
(D£{dun£ntul Power Distribution Company Ltd.

7626 Pecs, R6k6czy 73/B.)

Delmagyarorszagi Aramszolg&ltat6 RL
(Delmagyarorsz&g Power Distribution Company Ud.

6720 Szeged, Klauz&i tor 9.)

Eszakdun&ntull Aramszolgdttatb Rt.

(£szakdundntfil Power Distribution Company Ud.
. 9027 Gy6r, Kand6 K61m6n u. 13.)

£szakmagyarorsz6gi Aramszolgaltato RL
(fezakmagyarorsz&g Power Distribution Company Ud. - .

3525 Miskolc, D6zsa Gyorgy u.1 3.)

Tisz£ntuli Aramszolg6!tat6 RL
(Tisz6ntol Power Distribution Company Ud.
4024 Debrecen, Kossuth u.41.)

Scope of Activity of Companies; to deliver, purchase, distribute, service and sell
electric energy for the consumers as a primary activity, as well as to operate, design,
build, maintain and execute trouble-shooting and elimination of the heavy current
cables and switching units.

The bids are to be submitted either personally or via an authorised representative in
three copies In Hungarian language in a closed envelope with indication only to the
denomination of the tender, but not to the bidder.

The original bid should be clearly differentiated from the copies.

Date and Venue ofSubmission:

by 16:00 hours on August 18, 1993.

State PropertyAgency
Budapest, 1133 Pozsonyiut56.

Registration Office

Foreign and domestic legal entities as well as temporary associations established for the
purpose of submitting the present bid (Consortia) can participate In the tendering.

The State Property Agency reserves its right to declare the tender unsuccessful.

The validity of the bid must be at least 90 days after the date of submission.

The condition of participating in the bid is to buy the tender document and draft contract
for 15.000 HUFatthe

Customer Service Section,

State Property Agency

Tei: 269-8990

269-860011632 Ext

129-4650/1632

129-4800/1632
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Adrian Michaels on N&P

ANYONE steeped in
the conventional
approach to rwsngi.
neeriug will be sur-
prised by National
& Provincial Build.
* QS Society’s
method of reorganl-

,
- salion. Most compa-ny go for striking results foX

first year of a re-engineering pro.gramme, concentrating on one key
2^ess

’ ™ ch as order-taking to
delivery. The aim is almost always
to slash cycle times, and sometimes
also costs and staff.

By contrast, N&P, Britain’s
eighth-largest building society, has
started at the top, putting the
emphasis on a change in culture
and organisational structure In
what amounts to a radical and risky
experiment, it has so far focused
Tnaw on "process leadership” -
getting its top managers committed
and changing the way they operate
- and has not yet made any changem its front line processes. The soci-
ety does not even expect to finish

its redesign for at least 18 months,
and is cagey about the savings it
will deliver.

The “re-design programme" was
initiated by a new managnmopt in
1990. It followed the earlier division
of N&P's operations into separate
businesses - mortgages, life poli-
cies, and Visa cards, for example -
and the establishment of a “mis-
sion" to be in the top 15 UK per-
sonal financial service providers by
1993.

David O’Brien, chief executive
since August 1990, says the product
focus “left the customer in the back-
ground”. He also believes too much
attention was given to acquisitions
- and not enough to organic expan-
sion through better service - and
says outside consultants hired by
the individual businesses pulled the
organisation in different directions.

The product focus also led to “hier-

archical warfare".

One of O'Brien's first appoint-
ments was Paul Chapman, as direc-

tor of business and organisation

development. Both had worked on
re-engineering at Rank Xerox,
where entrenched structures and
attitudes frustrated the beginnings

of a similar change.

One of their first steps was a
week of meetings with the heads of

N&P's businesses and senior corpo-

rate personnel - in all about 10 peo-

ple. A new mission statement,
based on meeting customer require-
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unconventional approach to re-engineering

from the top

Copied: David O'Brien (toft) mid Paul Chapman tried a similar change at Rank Xerox

ments while contributing to N&P's
prosperity, was forged and a strat-

egy for achieving it worked out
The board was renamed the

“direction management team", and
its operations reorganised Into a
“direction management process".

Instead of functional and business
directors, this now comprises pro-

cess leaders such as directors of

“customer engagement” and “cus-

tomer requirements". They are
deeply engaged in the planning of

the new business processes.

Why then, more than two years

later, is the vast majority of the

society's 4,000 staff still working in

much the same way?
The reason, says Chapman, is

that when the change programme is

complete, eight levels of manage-
ment and more than 20 grades will

have become three levels and four

grades, so endangering middle man-
agers. If those managers are not
convinced that robbing them of

their traditional functional power -

though not necessarily their jobs -

is good for the future, the whole
programme is jeopardised.

In order to gain the support of the
middle .echelons, the drive for cul-

ture change began by concentrating

on management seminars designed
to communicate N&Ps thinking.

Of course, this alone does not
ensure that N&P staff will be able

to take the society where it wants
to go. So the “direction manage-
ment team" bps instigated a dual

system of competency assessment

and performance-related pay.

The former is a thorough analysis

of job or “role" skills aimed at put-

ting the right people in each pro-

cess. It relies heavily on self-assess-

ment and discussion at branch
level The point is that knowledge
of colleagues' strengths enables bet-

ter organisation and encourages
greater productivity at all levels.

Another tangible example of the

culture changes is the Introduction

of fortnightly meetings - “team
events" - of all area staff at which
updates from the top echelon are

communicated. One important ben-

efit of the meetings, according to

Ann Britton, manager of the

Bradford head office branch, is that

the emphasis on discussion gives

everyone a stake in the change pro-

cess. "There is a requirement to

take part and I think the ability to

keep on changing is in place.”

The message that still wider
change is coming sgems to have hit

home. Lorraine Curtin, the 23-year-

old manager of the Holbom branch
in London, says: “Everyone used to

be trying to get brownie points for

themselves. Now it's very much
teamwork. You feel part of some-
thing that’s going somewhere.”
Chapman says not everyone has

gone along with the changes. Most
of 1B91 was used to call in the 150

senior managers of the society in

groups of 10 to tell them about
change. About 25 then left

Britton admits that the changes
have been “very, very gradual" and
that life is hardly simpler. “If Tm
honest, it Is that much harder."
Concrete demonstration of

improved performance, though, is

still frustratingly hard to come by.

The society says that In the two

years since 1990 its operating profit

per employee increased by 60 per
cent and its cost to income ratio fell

from 55 per cent in 1990 to 40 per

cent But part of this cost contain-

ment might be due to the pro-

gramme’s main information tech-

nology expenditure not having
started. When the coal-face pro-

cesses are implemented, N&P plans

to map process systems on to com-
puter and estimates that technology

expenses will run to at least £20m.

Chapman stresses that because

the organisation is concentrating on
the culture change. It is too early to

predict eventual improvements in

cycle times. But he does give an
idea of the type of savings that

could be made: "The average time it

takes to process a mortgage is 27
days. When underwriting decisions

take place at the coal-face and the

foil process is put in place, the time

could theoretically be 24 hours. In

practice, even if this was 13 days,

that would be a huge saving and a
dramatic difference."

Previous articles in the series

appeared on May 24. June Z 11, IS

arid 24.
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During Norman Lament’s term as Chancellor of the Exchequer one of his

treasury advisors was Bill Robinson,

rnrh Tuesday, for the next eight weeks, the Financial Times will publish

IT"ofwide-ranglng and authoritative articles by Bill Robinson.

ney will He essential reading for anyone with an
Interest In the economy.

PT Because business is neverKackmid white.

LI
ast Christmas, the managing
director of a City securities

bouse lectured his staff on
business travel costs. Some Elm
needed to be cut offthe £6m
annual spend, he said.

First- and business-class seats

should be bought only if

absolutely necessary. A consultant

was brought in who found that

the MD had been buying most
of the first-class tickets

himself.

The City may be one of the last

places in Britain where company
directors are happy for

shareholders to pay for their

caviar and vintage champagne.
For most of the rest of the

country, the rules and budgets

are getting tighter as travel

managers are drawn into

cost-cutting exercises.
“1 can't think of a time in the

last two years when the chairman

bought a first-class ticket,” says

Barry Burnley, deputy group
purchasing agent at GEN, the

engineering group.
“We encourage everyone to

travel economy, but senior

managers and above travel

business class. Budget-holders
are expected to make sensible

decisions."

ICI is even stricter. “The budget
is more important than the trip,”

says Roger Glenwright, business
services manager. “The class of

travel should never be more
expensive than the minimum that

will do the Job. By and large that
means travelling economy.”
For short journeys, ICI is

moving towards a policy of buying
a discounted economy ticket for

the outward leg of the journey
and a flexible fare - full-price

economy or business class - on
the way back. “Our studies show
that 80 per cent of flight changes,

if a trip has to be cut short or
extended, happen ou the return

leg," says Glenwright
ICTs top executives still go

business class for long-haul

flights. But for everyone else “it’s

cheaper to send them a day early

and give them a day to recover

than to send them business class,"

he says.

Such arguments cut little ice

with many Continental-owned

companies, for which business

travel means just that “The policy

is that everyone travels dub
class," says Barbara Kelly,

administration manager at Roche
Products, part of the Swiss drug
company.
“But we are rigid about the

justification to go. The biggest

savings come from not going if

the trip does not justify it;

authorisation must be signed by
a director," she adds.

Clipped
wings

for high

flyers
Daniel Green on
the new austerity

in spending on
business air fares

US-owned companies also like

to send everyone in the same
class. IBM (UK) has an
economy-only ruling for all

short-haul and flights to the east

coast of the US, even for the chief

executive. Only the west coast

and for east justify business class.

Norman Ryan, corporate service

manager at US-owned oil services

company Halliburton Holdings,

says US companies are especially

tough on air travel costs. All hut
the top few per cent in his

company travel economy, “and
at the cheapest fare available",

he says. Top executives travel

business class only if the flight

is longer than six hours. Length
ofjourney rales also apply at

ED&Sdcon, the Heathrow-based
US-owned computer services

company. “Everybody except

directors travels economy unless

the journey including connections

Is over 12 hours," says Catherine
Ketley, manager of international
travel. “Directors go business

class."

There may be a danger in

allowing the principle of upgrades

for long journeys. More
old-fashioned luxuries can begin

to work their way back Into the

system. At Guinness, the

multinational drinks group, there

is a complex formula in which

some staff travelling eastboimd

overnight can go first class. Its

main board and top six executives

always travel first class, the next

450 in seniority normally go

business class. The remaining

23,500 employees are eligible only

for economy, if they travel at all.

Even this policy represents

something of a downgrading from

the good old days for the

company: until 198?, the directors

had the use of a corporate jet

But Guinness is unusual in

other ways, too. It is one of the

few companies not to have
reviewed its corporate travel

policy as economic conditions

got tougher.
GKN all but eliminated first

class and Concorde two years ago

when “there was a realisation

that travel was both Important

and expensive. It was
substantially more free and easy

before that," says Burnley.

British Aerospace has also

changed its rules. “We used to

have a seniority-based system.

That's been replaced with a

business needs system which
focuses on the need to travel,”

says Andrew Fletcher, BAe’s
company secretary. “The recession

has caused the company to

re-address a whole series of costs

Including travel and expenses.”
Fletcher has a broader view

than most of business travel

trends. He is chairman of the

Business Travel Liaison Group,
a body of 20 large organisations
including BP, CBM (UK), Ernst

& Young, the accountants, and
the British Council, that lobbies

airlines.

For him, a cost-conscious

approach is more than just a
consequence of the recession; it

reflects a change in management
practice. “It used to be the case

that the managing director went
first class, the sales director went
business class and everyone else

went economy. Now it is more
egalitarian.”

Business class may still be the

norm for senior executives, but
travel managers are more likely

to be trying to secure bargain

prices for good seats for everyone
than exhorting juniors to travel

economy.
The egalitarian message may

nevertheless take some time to

get through to the City. The MD
ofthe securities house still travels

first class. No one has dared tell

him he is the man he warned his

staff about

If you think our future

is just aircraft,

you better look up.

The legendary Delta Rocker:

Over thirty

years’ experi-

ence and orders

through the

year 2002.

Space Station:

The world’s largest multi-

national scientific projecr.

And the potential to learn

more in the next five years

than we have in the past thir-

ty. And a new High Speed

Civil Transport: New tech-

nology that will cur global

travel times in half. By any

standard, our future prospects

say something important

about our financial stability,

management strength and

future growth. We think it

says a company chat has

such a well-defined

vision of the industry's

fiinire, must have a well-

defined vision of its

own. And we do.

MCDONNELL DOUGLAS
Performance Above and Beyond.
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Wimpey to

face green

roof task
A dramatic underground
multi-purpose hall, topped with

turf and shrubs, forms part of

two design and build contracts

for Netherhail Education Asso-

ciation won by Wimpey Con-

struction London.

The schemes, worth a total

of £5.3m, are to develop and

refurbish a students' ball of

residence and a catering train-

ing centre in Hampstead, north

London.
They also involve the demoli-

tion of three buildings, and
replacing them with two hos-

tels and seminar centres,

together with a new teaching

wing. Extensions will be added

to two existing buildings, Lake-

field Centre and Netherhail
House.
Several unusual features

have been required because
the college is sited in a conser-

vation area. By far the most
distinctive is the location of a

multi-purpose hall, which will

be built underground and
topped with a landscaped
"green roof

1

.

That will involve excavating

some 2,000 cubic metres of
earth to house the two storey

building.

The new work will also blend
in with existing premises as a
result of careful selection of
materials. Original features of

a Victorian building, such as
the roof finials and facing deco-

rative brick work, will be repli-

cated and used in construction

of the new premises.

When fully operational by
the end of 1994, Wimpey will

have rebuilt or refurbished

about 5.000 sq metres of the
colleges.

The contracts will finish in

two stages with the chief con-

struction work completed in
time for occupation next sum-
mer.

The second phase, the refur-

bishment part of the contract,

will be ready by Christmas
1994.
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ACER MUHENDISLIK
MUSAVIRLIK LTD (AMM), the

wholly owned Turkish subsid-

iary of the Acer Group, has

been awarded a contract by the

municipality of Istanbul to pre-

pare electrical and mechanical
systems, tracklaying and fin-

ishing works tender documents
for the Istanbul Metro system

(pictured above).

AMM will also review the

contractor’s designs and super-

vise construction.

A turnkey systems engineer-

ing and finishes contract worth

$350m (£233m) is expected to be

tendered in late 1993 and the

first phase of the metro is

planned to be operational by
1996. AMM is also advising

about integration of the metro,

light rail, tramway and subur-

ban rail forms of transport

within the city, including
options for a railway crossing

of the Bosphorus from the

European to the Asian side of

Istanbul.

The Istanbul Metro is

planned as a heavy metro sys-

tem capable of carrying up to

70,000 passengers per hour in

each direction.

The system is mainly under-

ground, with nine under-
ground stations and one ele-

vated station.

Civil construction contracts

have been awarded to local

contractors for the section of

line from 4th Levant to Tak-

sim. Phase two of Istanbul

Light Rail began In May 1992,

with AMM supervising.

Trafalgar orders reach £90m
The 16 offices that make up the

UK regional network of Trafal-

gar House Construction have
won new orders worth £90m in

the first six months of this

year.

That sum comprises 121 con-

tracts encompassing all types

of building and civil engineer-

ing work.
The largest single order is

represented by a £6.3m two
year contract from British

Telecom for extensive under-

ground work in Nottingham-

shire and Derbyshire.

That will involve installing

ducting in highways, footpaths

and other sites in order that

telephone and computer ser-

vices may be provided to new
housing estates, offices and
diverse other developments.

In Scotland, two civil engi-

neering contracts worth £4.7m,

for a wastewater treatment

plant on Tayslde and a sewage
treatment plant at Airth. have
been secured.

Building work includes a

£3.2m contract for a new arts &
social science block at Leices-

ter University containing lec-

ture theatres, seminar and
computing rooms which will

provide space for 850 students

and 160 staff.

Other significant building

orders secured by Trafalgar
include a £2.9m design and
construct contract for a new
leisure centre at Herne Bay
and a £2.5m contract to refur-

bish Her Majesty's Prison Staf-

ford.

Lovell homes prospects brighten
The Partnerships Division of

the Lovell Group has won con-

tracts across England and
Wales, in partnership with
local authorities and housing
associations, to a total value of

£23.8m in the last quarter.

This work will provide 677

units of affordable social hous-

ing for rent, shared ownership
and sale to local authority and
housing association tenants
and those on waiting lists.

The largest project, worth
£3.57m, is for 141 homes for the

City of Newcastle upon Tyne.
Schemes for the Guinness
Trust at South Nutley, Surrey

and Shoreham by Sea. in Sus-

sex, will provide 91 homes for

£L28m. South Wales figures in

the orders with £3J25m for 91

homes at Brackla, PontypooL
Tonyrefail and Cardiff for

Shaw Housing Trust, Tai
Hafen Housing Association and

Hafod Housing Association.

Work in the North of
England totals £8.42m, provid-

ing 214 homes at Alderley, Hey-

wood. Hyde, Rothwefi, Salford

and St Helens. Work in the
Midlands accounts for a fur-

ther U2 homes at a value of
£4m.
Work in London includes a

project at White Hart Lane, for

Metropolitan Housing Trust,
providing 28 homes.

SIEMENS

Everyone's talking about

mobile phones.

We helped to invent them.

Mobile phones give you a new
sense offreedom-a freedomwhich
is onlyworth its cost if you can
depend on your terminal equip-
ment. Siemens mobile telephones,
made by European experts in the
mobile telephone field, set new
standards -12 network operators
in 11 of the 18 European countries
with mobile telephones have now
decided in favorof Siemens digital

GSM network technology. Our
designs forthe shape and function
of mobile telephones and our
development in network technol-
ogy have been adopted worldwide.

Today, this lead in know-how is

reflected in every Siemens termi-
nal. It expresses itself in the range
of functions and in convenience,
reliability and service. There is a
good reason why we have devel-
oped and manufactured vital

modules of ourmobile telephones
ourselves - the Siemens markon
the outside is the guarantee of

quality inside.With quality you can
depend on,why settle for anything
less? Not every digital telephone
network in Europe is from Siemens
but with a Siemens terminal you
can be sure of achieving maximum
convenience and reliability.

For example, the robust GSM
portable or the compact GSM
handheld with completelynew user
prompt functions.

Formore information, please contact:
Siemens AG, GSM-Info Center,
POStfach 234 MB, FT D-90713 Furth.
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There are even fewer female

economists at the top of big

business than there are female

politicians in top positions of

government, so the probability

that Shell ‘International's out-

going chief economist, DeAnne

Julius, would be replaced by

another female of the species

might seem pretty slim.

However, DeAime Julius, a

44-year-old American who has

done the job for four years,

helped draw up the short list of

candidates to succeed her, and

ensured that the name of Hel-

demarie Sherman of the Insti-

tut ffir Wirtschaftsforschung in.

Munich, was included.

The two of them had co-au-

thored a book together, the

Monetary Implications of 1992,

when Julius was director or

economics at Chatham House.

Julius, a former World Bank

economist who is married to

Ian Harvey, chief executive of

the British Technology Group,

is expected to join British Air-

ways in September. The airline

has plenty of economists but it

is understood that Julius will

be taking on a newly created

post of chief economist.

She sees plenty of similari-

ties between Shell and BA.

They are both in long-term

capital intensive industries

and have an important utter

face with governments. In

addition, both companies face

competition from state-owned

rivals. .

However. BA is a much

smaller company than Shell

and Julius says that one of the

attractions of her new job is

that she will be much closer to

the business. She will report to

Roger Maynard, BA's director

of corporate strategy. There is

far more to running an airline

f.han picking the fastest grow-

ing routes and negotiating cosy

deals, says Julius. She is par-

ticularly looking forward to

being Involved In the airline

business at a time whence
European industry is undergo- -

ing big structural shiife.
-

Sherman is the latest in a

long line of well regateedqout-
.

side economists to

chief economist's slsk&pftae

of the very few t«Ss^p& at

Shell where the . company
brings in outside^' for da-
tively brief periods. QS&rd j

University's Peter .Oppen- n
heimer did the job lor'a cofaple 1

of years and the World Bank ]

has often provided candidates.
j

BAe's new
engineer
Trevor Truman, a well-known
behind-the-scenes figure in the

European defence industry,

bas landed a high profile job

with his appointment as direc-

tor of engineering at British

Aerospace. Truman took up
the new post last week, replac-

ing Ian Hall who has retired.

The new engineering chief is

less well known to the public

and BAe shareholders than he
Is In defence and aerospace cir-

cles. He is a member of the

Defence Scientific Advisory
Council, a council member of

the Defence Manufacturers
Association, technical board
member of the Society of Brit-

ish Aerospace Companies and
director of the European
Defence Industry Group. He is

also a member of the UK dele-

gation to the Nato Industrial

Advisory Group.
Truman, 53. was educated at

King’s College. London Univer-

sity. and joined Royal Ord-

nance in 1967 from the Minis-

try of Defence. In the mid
1980

a

s he was successively

director for organisation and
planning

,
managing director of

the explosives division, and
operations director.

In 1987, he became a member
of the board of Royal Ordnance
after the company was bought

;

by British Aerospace. In 1988

he became chairman of Royal
Ordnance Speciality Metals

and engineering director of

Royal Ordnance.

He joined the board of Brit-

ish Aerospace Defence last

year and will continue as engi-

neering director there concur-

rently with his new post,

which is not a main board
appointment.

Bernard Thiolon, recently
retired from Credit Lyonnais
after a 41-year career at the

French bank, is joining the

board of Kingfisher as its sev-

enth non-executive director on
the eleven man board.

Electronic

switches

Ray Gordon, formerly
manager of the system design

part of IBM UK's professional

services organisation, has been
appointed director of NCR's
new professional services divi-

sion.

Lawrence Bland has been
appointed group finance direc-

tor of RADIUS.
Derek Meades is appointed

financial director of HOSKYNS
on the retirement of Ray Har-

santr, he is succeeded as com-
pany secretary by John Wil-

liams.

John Jarvis, formerly chief

Kingfisher’s corporate

affairs director Nigel Whit-

taker says that as well as his

familiarity with the French

corporate scene, Thiolon

understands British business

culture too, “which is impor-

tant and none too common."
Earlier this year. Kingfisher

merged with Darty, France’s

largest electrical retailer. Top

Darty executives are repre-

sented within the executive

management groups, bat it is

not the company's policy to

put the bosses of its operating

companies on the pic board.

Thiolon is a director of Darty.

Group general manager of

Credit Lyonnais until his

retirement at the end of last

year, 64-year-old Thiolon has

also been on the board of

Eurotunnel for the last ten

years.

“He speaks perfect English

and he has convinced me he
understands everything about

British culture - except

cricket which he thinks goes

on too long” Whittaker reck-

ons.

executive of BIS Information

Systems, has been appointed

ceo of RAM MOBILE DATA in

the UK.
David Ringrow has been

appointed financial director of

RACAL-DATACOM; he moves
from Racal’s marine electron-

ics business.

Mel Southerden has been
appointed UK country man-
ager and deputy director, west-

ern region, for JMA Informa-

tion Engineering, part of
TEXAS INSTRUMENTS.

Alan Railton, previously md
of Devon Systems, Asia Pacific,

based in Tokyo, has been
appointed head of UK
operations for RENAISSANCE
SOFTWARE.

Headline’s

banner
Hodder Headline, the hew
publisher formed out of a

merger of Headline Book Pub-

lishing with Hodder & Stough-

ton, is hiring 37-yeai>old Mar-

tin Neild, key accounts
director of Pan Macmillan, to

run Its hugest division, fiction

and non-fiction books. ...

He replaces Michael Atten-

borough, brother of the chair-

man of the old Hodder &
Stoughton, and great great

grandson of that company's
founder Matthew Hodder.

Attenborough, 53, who has

been at the company for 30

years, counts John Le-.Carri

among his authors. .

•

Tim Hely Hutchinson* man-

aging director of Headline, said

that Attenborough had: been
"thinking about his future'’

and had decided to retire in

October 1994, a decision Hely

Hutchinson acknowledges had

been "crystallised" by the

merger.
“Neild is very well read, very

numerate and very well

known. In my view he is the

best marketing executive in

the whole industry. He was my
first and only choice” says his

new boss, singling out the suc-

cess with Scarlett, sequel to

Gone with the Wind. “He made
an international best seller out

of a book that the reviewers

could have been expected to be
sniffy about."

At Pan Macmillan his

authors had included Ken Pol-

len and Wilbur Smith.

Hely Hutchinson also

worked for Macmillan. Neild

succeeded him in the Austra-

lian office, bat the two did not.

meet. “We were always on

By ringing 081 643 7181 you can take advantage of the Financial Times

Annual Report Service.

This offers, by return, the Annual / Interim Report of any company
annotated with a * in the London Share Service columns of the FT. The
service is quick, convenient, free, and now over 400 companies' Report and

Accounts are immediately available.

Serious investors know that the Annual Report is vital to understanding

"

a company and making investment decisions, but until now has not always

been easily obtainable.

The lines are open 24 hours a day, 7 days a week, or you may fax your

request to 081 770 3822

Remember to check that the company is marked with a * in the FT London Share
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Architecture/Colin Amery

Prince’s pupils return to basics
JlJiLfe? believe the"vucyc mo

Jlace has existed for only
.one year. How nan such

richness, variety and intelli-
gence have been gathered and
organised m such a short time9
I recommend the eod-of-year
show orthe Prince of Wales’s
Institute of Architecture to any
reader who has a few hoursto
spare. This wdl-desdgned exhi-
bition is open this week at the
home of the new school, 14-is
Gloucester Gate, London NWl.
I have had an interest in the

establishment of this alterna-
tive school of architecture but
no direct input into the teach-
ing programme, and so I feel I
can offer the reader an inside
view while looking critically at
the product of the first year’s
teaching. The unusual thing
about this new school is that it
was . set up by the Prince of
Wales as a home for a radical
and completely alternative way
of teaching architecture. The
Prince, and others, recognised
a need to found a school that
would be a catalytic meeting
point for students and teachers
where a true Journey of explo-
ration into the richness of art
and architecture could begin.
On show this week is the

work of the first 28 foundation
course students. The foil title

of their programme is “Foun-
dation Course in Architecture
and the Building Arts” and it
is unique in Britain. Not many
schools of architecture begin
their first term with a lecture
from Sir Laurens van der Post
that describes all humans as
being builders at heart
His point, that we have lost

the capacity in many of our
buildings to reflect our own
values, Is well worth making .

In the modem visual world,
“we look for a reflection of our-
selves but see none, listen for
an echo of our values but hear
nothing’’. The Prince’s school
aims to return building to the

realm, of common sense in a
way that does not fragment
and separate the various build-

ing processes.

This is a large agenda but an
impressive start has been
made in the first year. Stu-
dents are pushed very hard. To
emphasise the holistic nature
of building creation, they all

study life drawing, painting,
drawing from nature, modet-

Ivan Kniazev’s plan to convert the derelict pier at Nine Elms in Wandsworth into a ship for all kinds of public activities

ling in clay and carving in
stone. These are seen as basic
ways of learning to see and
measure and of beginning to
understand materials.

One exhibition, of a group of
clay modelled heads set
against a display of bamboos,
is very touching and beautiful
There are some excellent plant
drawings and some good figure

drawings. Use of washes and
water colours has been well
absorbed - however the oil

painting has some way to go.

Once these representational
arts are mastered, the student
moves rapidly into project
work and design.

Looking at nature and the
life model is important because
it grounds the students’ visual

experience in a knowledge of

proportion and structure. Stu-

dents follow simultaneously a
course in architectural history

which emphasises that archi-

tects are guardians of a great

heritage existing as a source of

inspiration. When the modem
movement in architecture tried

to kill history it only revealed

the poverty of its own powers
of invention. History Is evident
In the students’ work not in

the form of slavish imitation

but as a dear inspiration. They
do leam to draw the classical

orders but simply, as we all

should, as part of any civilised

person’s knowledge.

I
was impressed by the

community projects that

the students had under-
taken in four places in London
and in Salisbury. It is abso-

lutely essential for students to

understand the planning pro-

cess if they are to tackle areas

like Holme in Manchester -

one of the most deprived and
difficult inner city areas in the
country.

One student project has
already achieved a concrete
result. The derelict pier at

Nine Elms in Wandsworth is to

be saved as a result of a discus-

sion process and development
study that was instigated by
the institute. One particular
student - Ivan Kniazev from St
Petersburg - made a spectacu-

lar and practical contribution

to the problem of the derelict

pier. He produced a magnifi-

cent drawing of bis idea to con-
vert the pier into a ship for all

kinds of public activities.

The students have so won
the hearts of Wandsworth’s
planners that they are to make
a presentation concerning all

of the borough’s riparian land.

This presentation, “London's
Liquid Asset”, will take place

on a Hydrocat (the latest river

bus) with the head of planning
and the mayor of Wandsworth
on board.

Another practical link
between the institute and the

world outside involves the

Macmillan cancer nursing
scheme. The Macmillan Design
Challenge awards will be

shown at the institute on July
22.

It is impressive that such a
young school should be having
such an impact and it is

encouraging- From this
autumns, the institute will

take graduate students on
courses that are recognised by
the Royal Institute of British

Architects; bridges are being
built between the profession

and one of its sternest
critics.

Even the most entrenched
old-fashioned Modernist could

not fail to be fired by the
enthusiasm and breadth of the
Prince of Wales’s Institute of

Architecture. Its diet is too

rich to be dogmatic and too

questioning of fundamentals to

be other than constructive. It

clearly has a bright future.

End-of-year show until July 9.

lQam-Spm (until 8pm Weds)
Prince of Wales's Institute

of Architecture, NWl

Ballet/Qement Crisp

Swan Lake at the Coliseum

After the disappointments of

Romeo and Juliet which opened
the Kirov Ballet season, it is good

to report that fixe company is grandly

itself again with its second offering.

Swan Lake. This Petersburg Staging is

the best in the world. It is made for

grown-ups by grown-ups. It plays no
tricks, offers neither gratuitous psycho-

logical insights nor optimistic reassess-

ments of score or text.

It understands that the way in which,

a century ago, Petipa rescued and reor-

dered the original and ungainly score

(three stagings in Moscow, between
1877 and 1882, did not succeed) was wise

and theatrically vital. It has, across its

years in Petersburg, been edited by sev-

eral producers, yet each appreciated the

values of Petipa's version, and inciden-

tal vagaries have been excised or

muted. What we see now is Swan Lake

as rite as well as national treasure.

The production enshrines attitudes

about classic dancing, about how a lyric

tragedy may be expressed within the

terms of the academic vocabulary,

which are true, and unaasailably right

And, unlike almost every other version,

this Swan Lake is of unfailing theatri-

cal power. Igor Ivanov’s sets provide

ideal - because poetic but unemphatic
- locations. Galina Solovyova’s cos-

tomes have been revised for this season

and are handsome, opulent (The expen-

sive programme book, by the way, cred-

its neither of these artists).

Within this framework, the grandeur

of Kirov dance style gives the choreog-

raphy immense lustre. The general

dances of the first and third scenes are

aristocratic because the dancers’ train-

ing is itself noble. The impeccable

ranks of swans are a symbol of Tchai-

kovsky's vision of bewitched maidens,

and of ballet's metaphoric transmuta-

tion of women into dance forms. And
the Mariinsky Theatre orchestra -

under Viktor Fedotov and Boris Gruzin

in two performances as the week ended

- plays with absolute commitment,
absolute conviction.

This is, as J have suggested, a Swan
Lake for adults, for people who care

about Swan Lake as a masterpiece to be
honoured, and not just a catch-penny
attraction, all title and no sense. It is

sure in its momentum, refined in its

means. (A comparison with the Royal
Ballet’s staging - which has a more
“authentic” text - shows how we mis-

trust the ballet, tricking it out with
egregious incident, clouding its dance
and its larger meaning). And the Kirov
perform with such distinction that even
mannerism and dullness, which were

the respective contributions of Yulia
Makhalina and Alexander Kurkov in

the leading roles on Friday night, are

absorbed into the general eloquence of

the presentation.

Makhalina, beautiful, strong and
emphatic in technique, offered a read-

ing of Odette/Othle that looked extreme
in physical outline and self-absorbed.

Certainly Kurkov is a paste-board Sieg-

fried, but Makhalina's style - with

over-wrought tempi, hectic accents,
tragedy queen manners - brought little

to the ballet On Saturday afternoon

Inna Nioradze was a tender Odette, the

dance elegant, and a lustrous Odile. Her
Siegfried was Alexander Gulyayev, who
has a lively dramatic presence - the
first act was well played in its charm
and eagerness - and a neat, if not
gaudy, technique for the hall-room
endurance test But I wish the Kirov
would not treat the coda to the great

pas de deux as if it were a pentathlon,

with breaks for applause after every

trick. Pierina Legnani expected such
acclaim in Swan Lake in 1885 after her
fimettes. We have progressed a little - if

not enough - since then.

A note in passing. The management
owes it to the public to identify cast

changes. The first act trio on Saturday
afternoon was entirely different from
that printed in the cast-list, and the

audience was not informed. There were
also changes on Friday night which
went unmarked. Courtesy to dancers

and public alike requires that changes
be announced.

The Kirov Ballet is at The Coliseum
with varied programmes until July 31.

This is a Swan Lake for adults, for people
who care about Swan Lake as a masterpiece
to be honoured, and not just a catch-penny

attraction, all title and no sense

Cheltenham Festival/Andrew Clements

Berkeley’s Jungle Tale

T he 49th Cheltenham Fes-

tival. its programmes
looking more chipper

and enterprising than they

have for the best part of 20

years, opened on Saturday
with the premiere of Michael
Berkeley’s first opera. Baa Baa
Black Steep was commissioned.

by the festival and staged by
Opera North, winch will take
Jonathan Moore’s production
into its main season In the
autumn. It is an ambitious,
challenging weak to a very fine

libretto by David Malouf, with
a dramatic consistency which
is only finally undermined
by the unevenness of the

music.
The subject is a wonderfully

potent one. At the age of 23

Rudyard Kipling wrote a short
story “Baa Baa Black Sheep”
about Punch, a six-year-old

bom in India of English par-
ents who is shipped back to

England with his sister Judy to

be educated “to be English".

For five years they are
entrusted to the manic Auntl-
rosa and her House of Desola-
tion, where Punch suffers con-

stant abuse and humiliation,

from which there seems no
deliverance. Only in old age
was Kipling able to admit fruit

the bleak story was autobio-

graphical. that these were
his own experiences as
a schoolboy in England
and they had marked him
indelibly.

In Kipling's story Punch can-

not find a way to revenge him-
self for the beatings and bully-

ing he suffers from Auntirosa
and her teenage son: he is too

young, too weak, to carry out
the murder he craves. In the
libretto Maloufs imaginative
leap has fused this fade with
episodes from the Jungle
Books, identifying Mowgli as
Punch’s alter ego, and so pro-
viding the boy through fantasy

with that outlet for violent jus-

tice. The parallels fall beauti-

fully into place - Auntirosa is

Baldeo the white hunter, her
husband, a mild, sympathetic

Sea Captain, is Akela; Hairy
equates to Sheer Khan, the
tiger over whom Mowgli even-

tually triumphs; Punch's fam-

ily are the Wolves, and the

three Indian retainers whom
Punch has left behind
become Baloo, Bagheera and
Ka.

There is nothing cosy, no
Disney anthropomorphism
about the jungle scenes; the
success of the scenario, Berke-
ley’s music and Moore's pro-

duction is to make Mowgli's

power struggles and his efforts

to win acceptance just as real
and unsentimental as the
depiction of Punch's desolate
existence. And by presenting
these two Kipling worlds as
congruent and interlinked, Baa
Baa Black Sheep adds yet
another layer to its teasing
allusive mixture.

Berkeley’s score is equally
rich and dense, the vocal lines

rewarding and his orchestral
writing frill of busy, muscular
detail. The musical language is

homegrown, derived gener-
ously from Britten with occa-
sional Tippett- like touches
(from The Vision of St Augus-
tine, unfashionably). Though
there is a roughness, an almost
expressionist edge to some of

the writing that is Berkeley's
own, the obvious origins of

those gestures finally prove too

distracting. It is hard to resist

a mental tick-list of the sources
as they swell and fade -

ensemble writing from Peter

Crimes, lean, exposed instru-

mental writing and finevitable,

perhaps) the writing for the
treble Punch from Turn of the

Screw, a sudden baleful upwell-
ing from War Requiem and so
on.

More intriguing, though
,
are

the gamelan sonorities.

sourced freon Death in Venice,

which infiltrate the textures

and represent the memories of

India that Punch has to strug-

gle so hard to preserve. There

are no quotation marks around

these, and as they add weight

and washes of colour to the

orchestral sound they offer an

aural equivalent to the multi-

layering and ambiguities of the

text.

Moore's production and
David Blight's designs (some

inappropriate palm trees apart)

are intelligent and effective,

with the transformations from
Victorian England to fantasy

India well managed; Paul Dan-

iel realises and releases the

energy of Berkeley’s music
with an intensity that never
falters. The singing too is first

rate: Malcolm Larimer sings

the demanding parts of the
Punch and the boy Mowgli
with undaunted precision and
presence; the baritone William
Dazeley makes Mowgli the

young man exactly the potent,

semi-heroic figure the role

demands.
Fiona Kimm adds Auntirosa

to her gallery of sharply char
acterised eccentrics; Philip

Sheffield makes Harry a grue-

some caricature, Ann Taylor•

Morley copes well with both
the unrewarding part of Judy
and the much more interesting

and sexy one of Grey Wolf.
Among the roster of family and
other animals Clive Bayley’s
lucid, eloquent Bagheera and
Eileen Hulse’s anguished
Mother deserve special men-
tion. Whatever the imperfec-
tions it is a fascinating
evening.

Everyman Theatre. Chelten-
ham; sponsored by PCAS.
Further performances Wednes-
day and Friday. Cheltenham
Festival runs until July
18.

Theatre /Alannah Hoplrin

Wonderful Tennessee
Brian Friers new play is

something of a puzzler, a prod-

uct of the writer's mystic side,

which was only hinted at in

his previous success. Dancing
at Lughnasa. It has none of the

warm nostalgic glow that
formed such a strong part of

Lughnasa ‘5 appeal, nor its

manic, life asserting energy. It

is set firmly in the present day
with three rather ordinary
middle class couples as
protagonists.

A cynic could describe the

play as six characters going
nowhere. A romantic would
say that it is all about the heal-

ing power of the irrational, the
elemental and the wonderful
which are generally missing
from modern life.

It takes place on a stone pier

in a remote part of Donegal
(Ballybeg again) where the six

wait for a boatman to take
them across to the island. He
never shows up. After an
uncomfortable, sometimes
drunken, night, they are col-

lected again by their minibus
driver.

Joe Vanek’s set consists of a
solid looking narrow stone pier

which crosses the middle of

the state and has “water” in

front, behind and at one end.

As the “misty" white drape is

pulled off the set you can hear
the waves lapping and the

cries of gulls. The arrival of

the trippers with their banal,

unsober songs and jokes,

destroys this illusion of
peace.

At first we are beguiled into

believing that we are watching
a realistic play about the amia-
ble bookmaker. Terry, his wife,

Dema, her sister and husband
and Terry's sister and
husband reacting to the dis-

comfort of an outing gone
wrong.
But there is of course far

more to it than that. The name
of the island that the party
cannot reach, for example,
translates from the Irish as
"Island of Otherness, Island of

Mystery”. Soon after arriving

at the pier Terry makes every-

one take off their shoes, to con-

form to the old custom
observed when the island was
a place of pilgrimage.

As their long night wears on,

the three couples find them-
selves unconsciously conform-

ing to the originally pagan
rites of the pilgrimage. Stones
are built up into a cairn,

tokens are hung on the lifeb-

uoy’s wooden stand; there is

music, dancing, story telling,

drinking and eventually
visions. At the end they
resolve to return next year,

and every year after, “to attest,

to affirm, to acknowledge”.
The cast, under the direction

of Patrick Mason, are uni-

formly strong, but the con-
straints of the narrow horizon-

tal set combined with the
fragmented nature of most of

the dialogue seems to impede
any development of character.

Donal McCann's Terry remains
enigmatic was the outcome of
his birthday outing premedi-
tated, or were the strange
events of their night on the

pier merely accidental?

Robert Black, an accordion
player making his acting
debut, brings a quiet poi-

gnancy to the part of George
who is dying of throat cancer
and communicates chiefly by
playing tunes. Ingrid CraigLe is

alternately fragile and strong
as Gerry’s mentally unstable
wife. Marion O'Dwyer and
Catherine Byrne make the best

of characters who struck me as

predictably ‘’Frielsian”, the lat-

ter earthy, sexy and intuitive,

the former one of those plain
bovine salt-of-the-earth women
who seem to abound in
Ballybeg.

Perhaps the characters fail

to engage much interest

because, in spite of the efforts

that Friel makes to disguise

the fact, this is essentially a
play of ideas. For all the
accomplished artistry, the
memorable story telling, the
jokes and the evocative tunes,

its plea for the power of the

lost rituals of the distant past
failed to ignite any latent
spark of paganism in this

witness.

Abbey Theatre, Dublin
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BERLIN

THEATRE
Sag mir wo die Slumen sind, the

Marlene Dietrich musical starring

Jutta Hebicht, can be seen daily

except Mon at Theater am
KurfOrstendamm (300 6000).

Metropol Theater has the

Broadway musical 42nd Street dally

except Mon till July 25 (2036 4117).

A new production of N6S Simon s

play Runaway opens on Jujy 15

at Komdde, directed by Wolfgang

Spier (882 7893). The summer

season of open-air performances

at FreffichtbOhne an der Zitadelle

includes Schiller’s The Robbers and

Shakespeare’s A Midsunmer Nlgnrs

Dream (331 6920)

CONCERTS
Berlin's annual Bach festival futures

La Petite Bands with Sigiswald

Kuflken and Nancy Argenta tonight

at PhSharmonfe, a choral and

orchestral concert tomorrow at St

Hedwig Cathedral, Concerto K6fo

on Wed at PhHharmonie, HwHara

Ensemble on Thurs at

SopMenltirche, pianists Mafcram

Bflson and Robert Levin on Fn at

Staatsoper unter den Linden,

Berlin Symphony Orchestra with

violinist Dmitri Sttkovetsky on Sat

at Schausplslhaus, and the English

Concert with Trevor Pinnock on

Sun at PhHharmonie (854 2040).

Fats Domino, Ray Charles and

Randy Crawford give an open-air

concert at WakfbOhne on Sat,

followed by Placido Domingo on
July 26 (301 5055)

BONN
• Bonn Opera’s new production

of Werther, starring Francisco

Araiza, opens on Sun, with further

performances on July 13, 15, 17,

19, 21, 23, 25. Thurs: Ken Russell's

production of Salome. Sat Cav and

Pag. Next Mom Anna
Tomowa-Sintow song recital

(773867)

• Sommer-Wasslk: Bonn's

summer concert series includes

choral and orchestral concerts

tonight Fri and Sun at Bonn

University. Cello Academy, an

international group of 12 cellists,

plays at Beethoven-Haus tomorrow.

Polish and German choruses and

orchestras join forces in Mahler’s

Second Symphony on Wed at

BeeftovtffihaOe (655088/632500)

DRESDEN
Seiriparoper Tonight chamber

music concert featuring members

of the Dresden Staatskapele.

Tomorrow and Fri: Friedemann Layer

conducts Wffiy Debtor's new

nroductlon of Don Giovanni. Wed:

Der FretscfuHz. Sat Colin Davis

conducts Beethoven’s Ninth

Symphony (4842 323)

FRANKFURT
• Frankfurt Opera has
performances of Ariadne auf Naxos
on Thurs and Sat, Macbeth on Fri

and Die Meistersinger von NOmberg
on Sun. A two-week ballet season
opens on July 15 with the first of

four performances of William

Forsythe's As a Garden in this

Setting, followed by six

performances by Britain's Royal

BaUet (236061)

• Andrew Lloyd Webber's musical

Evita can be seen daily except Mon
till July 14 at Alto Oper (1340 400).

Final theatre performances of the

season at Scftauspielhaus and
Kaminerspfel are from Thurs to

Sun this week, including Eugene
O'Neill’s The Iceman Cometh and

Gorki's Children of the Sun (2123

7444). Frankfort’s English Theater

has performances of Alan

Ayckbourn's farce Taking Steps

daily except Mon till July 24 (2423

1620)

MUNICH
OPERA FESTIVAL
The Bavarian State Opera's new
production of Die Frau ohne
Schatten, first seen last November

In Japan, receives its first Munich

performances on Wed and Sat

Horst Stein conducts a cast led

by Janls Martin, Jan-Hendrik

Rootering and Peter Seiffert.

Hitdegard Behrens stars in a new
production of Lady Macbeth of

Mtsensk on Thurs and next Mon,

and there are also performances

of Lucia di Lamrnermoor with Edita

Grubenova and Le nozze di Figaro

with Wolfgang Brendet and Arne

Sofia von Otter. Cosi fan tutte can

be seen at the CuvflCds-Theater
on July 11, 14 and 16. The festival

runs tiM Aug 7 (221316)

OTHER EVENTS
At Gasteig on Wed, Thurs, Fri and
Sat, Gianluigi Geimetti conducts
Munich Philharmonic Orchestra in

works by Uszt and Mahler, with

piano soloist Bruno Leonardo
Gefber. Alexander Myrat conducts
Edinburgh Youth Orchestra in Carl

Orff Saai on Thurs in works by
Arnold, Shostakovich and
Tchaikovsky. Sir Malcolm Arnold

gives a pre-concert talk. Next week
is devoted to jazz, with concerts

by Lionel Hampton, Herbie Hancock
and others (4809 8614). Repertory

at Gfotnerpfatztheater Includes

Siegfried Matthus' Comet Rilke

opera and Kurt Weill's Street Scene
(201 6767)

NEW YORK
THEATRE
• Kiss of the Spider Woman: a
Kander and Ebb musical based on

the novel by Manuel Puig, directed

by Harold Prince, with a star

performance from Brent Carver as

the heroic homosexual window

dresser (Broadhurst, 235 West 44th

St, 239 6200)
• Later Life: A.R.Gumey’8

much-admired new comedy about

a man and woman who meet after

a 30-year separation (Playwrights

Horizons, 416 West 42nd St, 279

4200)
• Angels In America: the first half

of Tony Kushnerfs epic, freewheeling

play about gay life, Reagan-era

politics and Mormonism. Not to

be missed (Walter Kerr, 219 West
48th St, 239 6200)

• The Who’s Tommy: a stunning

stage adaptation of the classic 1969
rock opera, a collaboration between
its original principal author, Pete

Townshend, and director Des
McAnuff (St James, 246 West 44th

St 239 6200)
• The Sisters Rosenswelg: Wendy
Wasseretefn’s play, a comedy with

serious undertones, about the

reunion in London of three American
Jewish sisters (Ethel Barrymore,
243 West 47th St 239 6200)
• She Loves Me: revival of

award-winning 1963 musical by
Joe Masteroff, Jerry Bock and
Sheldon Hamlck, about the romantic
entanglements of a squabbling

salesclerk and her manager
(Roundabout Broadway at 45th

St '869 8400)

MUSIC/DANCE
• New York City Ballet opens

a three-week season tomorrow at

Saratoga Performing Arts Center,

Saratoga Springs (518-587 3330)

• Mostly Mozart Festival opens
tomorrow at Avery Fisher HaB with

a concert conducted by Gerard

Schwarz, featuring June Anderson,

Joshua Beil and Andre Walts as

soloists. The festival runs daily

except Sun tifl Aug 21 (B75 5030}

• Kurt Masur conducts New York
Philharmonic Orchestra in works

by Brahms and Schumann at

Carnegie Hall on July 14, 15, 21,

22, 28 and 29 (247 7800)

• Stanley Jordan is In residence

this week at the Blue Note Jazz

Club and Restaurant Next week:

Tom Scott (131 West 3rd St, near

Sixth Ave, 475 8592)

PARIS
Opera Bastille Tonight, Thurs, next

Tues and Frt: Julius Rude! conducts

Jorge Lavetli's production of Faust
with Giuseppe Sabbatini, James
Morris and Nancy Gustafson.
Tomorrow, Wed, Fri, Sat, next Mon,
Thurs and Sat Myung-Whun Chung
conducts Jose Luis Gomez’s new
production of Carmen, with Beatrice

Urta-Monzon/Denyce Graves in title

role and Samuel Ramey/Barseg
Tumanyan as Escamitlo (4473 1300)

Palais Gamier Tonight
choreographies by dancers of BaUet
de rOpera de Paris. Tomorrow.
Wed, Fri, Sat Balanchine/Robbins
programme (4742 5371)
Lionel Hampton Jazz Club Tonight,

tomorrow, Wed, Thurs, Sat Illinois

Jacquet Big Band from Louisiana.

Fri and next week: Boto et Novas
Tempos, modem Brazilian jazz and
samba (Hotel Malden Paris Etoite

4068 3042)

VIENNA
• Open-air performances in the

gardens of Schdnbrunn open on
Wed with Don Giovanni, alternating

throughout July and August with

a Moscow Chamber Ballet staging

of Mozart’s Requiem (513 0851)
• Ktangbogen: Vienna's summer
concert series features New Vienna

Baroque Ensemble tonight, pianist

Stefan Mend! on Wed and organist

Jennifer Bate on Fri (4000 841(9
• Vienna’s Jazz Festival features

Dionne Warwick and John
McLaughlin tonight Manhattan
Transfer tomorrow, Ray Brown and
James Morrison on Wed, Herbie
Hancock and Dr John on Thura,
Gftberto Gil on Sun and WasNotWas
next Tues. Most performances take
.place at Staatsoper or Volkstheater
(5454 540)

ARTS GUIDE
Monday: Performing arts

guide city by city.

Tuesday: Performing arts

guide city by city.

Wednesday: Festivals
Guide.
Thursday: Festivals Guide.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(Ail times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 3230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial
Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
093Q
Sky News: West of

Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Times Reports 1900

Sky News: West of

Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030



times monpay july &1993

F
inding ways of raising

private finance to fund

public expenditure is

one of the UK govern-

ment’s priorities, as it strug-

gles to contain this year’s

£50bn borrowing requirement

Yet plans to cut grants to

housing associations could

reduce the availability of pri-

vate finance for the govern-

ment’s housing programme,

says the cross-party House of

Commons environment select

committee in a report to be

published tomorrow.

Housing associations have

provided a model example of

how private capital can be

used to finanra public spend-

ing. Associations build more
than 50,000 homes for rent

each year, by combining £2bn

a year of government grants

with £lbn of private finance

raised on the capital markets.

However, the select commit-

tee warns that cuts in housing

association grants would make
it much hawtor for associations

to borrow the money they

need, and may deter private

investors from lending to

them.

The grant cuts were
announced in last year's

Autumn Statement, when the

chancellor provided £700m to

remove 20,000 homes from the

housing market. The money
Cor his housing market pack-

age came from the budget of

the Housing Corporation, the

quango that distributes grants

to housing associations.

The chancellor was quick to

promise that the cut in the cor-

poration's budget would mean
no reduction in the 153.000 new
housing association homes
promised for the next three

years in the Conservative elec-

tion manifesto. Instead, the

level of grant would fail from
an average of 72 per cent of

the cost of each new home
last year to 55 per cent in

1995-96.

The housing associations

would therefore be forced to

raise 45 per cent of the cost of

new homes from the capital

markets, rather than 28 per

cent.

In order to pay the additional

interest, they are likely to have
to raise rents. This is in spite

of the fact that the chancellor

said in his Autumn Statement
that the steady fall in interest

rates, combined with lower

land prices and building costs

in the aftermath of the reces-

sion. ought to counteract any
need for a steep rise in rents.

The announcement caused
consternation at the Housing
Corporation, which had recom-
mended no f-hangt* In the grant

rates. It predicted that inves-

tors would not be prepared to

Home,
costly

home
John Willman

on a risk

to private

investment
in UK housing

lend housing associations such

a high proportion of the cost of

a new building against the

security of a tenanted home,

which is normally valued at 50

per cent of its vacant value.

In the short term, associa-

tions could pledge their older

property as additional security

for loans. But eventually, even
that source of asset cover

would be used up.

And there would be very lit-

tle additional security avail-

able for newer housing associ-

ations or the small associations

that cater for the needs of spe-

cial groups such as single peo-

ple and ethnic minorities. This

‘Any benefit cuts
could make it

harder for housing
associations to

collect rent and to
service their loans’

would inevitably reduce the
diversity of accommodation
offered by housing associations
- one of their most attractive

features, in contrast with the

monolithic housing estates

built by local authorities.

“The problem of asset cover

is surmountable as long as
grant levels stay above around

60 per cent," according to Mr
Maurice Hochschfld, associate

director of European Capital, a
merchant hanking firm which
advises on housing association

fund-raising. “But if the aver-

age grant falls to 55 per cent,

there will sooner or Later be
problems in finding sufficient

security for loans.”

There is an additional threat

to lenders, however: lower
grant rates could make it

harder for associations to ser-

vice debt.

Projections carried out for

the National Federation of
Housing Associations by stock-

broker UBS Phillips & Drew
suggest that, despite lower

interest rates and building

costs, rents would have to rise

by 75 per cent over the next

three years to meet the cost of

raising a higher proportion of

private finance.

“That would raise rents to

almost 40 per cent of the aver-

age income of working house-

holds." says Mr Jim Coulter,

director of the NFHA. “With

rents at such levels. 89 per cent

of new tenants would qualify

for housing benefit” That com-

pares with half of new tenants

qualifying now.

“Many more housing associ-

ation tenants would find them-

selves stuck in the poverty
trap, where almost all of any

increase In income Is clawed

hack in taxes and reductions In

means-tested benefits.” says

Mr Coulter.

More worrying for lenders,

however, are the implications

of such reliance on housing

benefit for the rent payments
to service their loans. The cost

to the exchequer of housing
benefit is rising test, at more
than 10 per cent annually, and
will reach almost £10bn this

year. With housing benefit

already under close scrutiny as

part of the Treasury's
long-term review of social secu-

rity spending, further large

increases could persuade the
government to consider cutting

it

“Any cuts in housing benefit

could make it harder for hous-

ing associations to collect rent

and to service their loans."

says Mr Hochschild. “The
dependence on social security

benefits which could be vulner-

able to government cuts in the

future may make investors

cautious."

Thus the government could
find that reducing the grant

paid to housing associations

not only boosts the social secu-

rity bill, it also makes inves-

tors less willing to lend associ-

ations the private finance they
need. "That would be a pity,”

says the NFHA’s Mr Coulter.

“Housing associations have
been very successful at raising

private finance to supplement
public expenditure on hous-

ing."

It would certainly be strange

for the government to put that

success at risk at a time when
it is looking for private finance

to fund other parts of the pub-
lic expenditure programme.
The government's response to

the select committee's report

will be vital in convincing

many in the City that it is seri-

ous about wishing to work in

partnership with private inves-

tors in ffnanr-ing public expen-

diture.
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A t the time of his

appointment, Mr
Edouard Balladur

was supposed to be
economically effec-

tive and politically low key.

But in his first three months as

France's prime minister, he
has proved to be neither.

The economy has continued

to sink Unemployment rose in

May to a record 11.5 per cent,

and, among leading indicators,

housing starts have continued

to fall His stewardship has, of

course, been too brief for him
to be fairly blamed for the
state of the economy. But on
taking office, Mr Balladur
underestimated the serious-

ness of recession, and since

then been shifting his foot

from the fiscal brake to the

fiscal accelerator. Neither he
nor his ministers have been
able to point to any upturn.

At the time, both the

conservative prime minister

and Mr Francois Mitterrand,
the Socialist president are ris-

ing in the opinion polls. The
French seem to appreciate the

fact that the two get on well

together. Evidence of this was
Mr Bahadur's readiness to let

Mr Mitterrand lead the French
delegation at this week's G7
summit fo Tokyo while he
pushes through a legislative

programme at home, including

bills for privatisation and Bank
of France independence.

The leaders of France’s gov-

erning coalition parties - Mr
Jacques Chirac of the RPR
Gaullists and Mr Valery Gis-

card d'Estaing of the UDF cen-

tre-right - had counted on Mr
Balladur to quickly put the
economy to rights (without
acquiring the sort of political

profile that might challenge

their own ambitions to the £Iy-

sde In the 1995 presidential
elections).

Mr Balladur seems
unnerved. He is having to

watch his back and front At
his back, he has restive mem-
bers of his own RPR party.

Forty of them deserted him on
the bill making the Bank of
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The French premier is facing a rising tide of

grim economic news, writes David Buchan

From the brake to

the accelerator

,1k

France independent, while the
view of a larger number has
been voiced by Mr Philippe

Seguin, the National Assembly
president, who has warned the
government risks “a social

Munich" by surrendering hard-

won welfare rights in the fight

against unemployment.
From the centre-right, has

come the recommendation
from Mr Raymond Bane that
the government should bend to

recession and follow a "more
flexible" budgetary policy -

giving greater priority to
unemployment than to the

budget ApflrH:

As if the sniping within gov-

ernment were not enough, Mr
Balladur’s problems outside

cabinet are much more press-

ing. Some 3-lm are unem-
ployed. The PM has no way of

knowing how much highpr the
jobless figure can go without
risking social unrest.

Particularly chilling were
the words last month of Mr
Dominique Strauss-Kahn.
industry minister in the last

Socialist government He said

the government “has no
chance of success fin fighting

unemployment] because it is

roughly following the same
policy as we did”. He was refer-

ring to the fact that Mr Balla-

dur had done little more in his

first budget on May 10 than

reinforce the budgetary rigor

on which the late Mr Pierre

Beregovoy - Mr Bahadur's pre-

decessor - prided hhnspJf.

The Balladur One budget
involved cutting the 1993 bud-
get deficit from FFr333bn

(fi&Slbn) to FFr317bn. by
making FFr2L5bn in cuts and
raising an extra FFr7.7bn in
taxes.

. But it produced a backbench
revolt in the governing parties

because its net effect looked
likely to depress the economy.
Two weeks later. Balladur Two
was unveiled. The centrepiece

of fids is a FFr40bn bond issue,

to be covered by the proceeds
of privatisation this autumn.
Much of the state borrowing
would go to expand the tempo-
rary work schemes which the

Socialists had developed.

M r RaTIfldnr is still

calling on people
to be patient for

results. “When I

hear people say they will judge
our policy in September, they
are talking nonsense because
our measures will only have
been in effect for a week or two
by then,” be scolded recently.

But it is now clear that he is

no longer in a position to bank
on the patience of his country-

men. Last week he said he
would in September propose
personal tax cuts in a refiation-

ary package which will also
include larger depreciation
allowances for companies to

boost investment France will

then have Balladur Three.
Officially, the government

has committed itself to a five-

year plan to reduce the budget
deficit from the equivalent of

4.4 per cent of gross domestic
product this year, to 4 per cent
next year and to 25 per cent by
1997. This last target is largely

political because it would put

France within the Maastricht

treaty convergence limits just

in time for it to be eligible for

the European Community’s
first stab at monetary union.

Reducing next year's budget

deficit to FFr300bn is not

impossible given some growth

after this year’s contraction in

the economy. But if it is not

achievable, there will be little

dismay in a government
which, apart from perhaps Mr
Balladur himself and his loyal

budget minister, Mr Nicolas

Sarkozy, is more worried about

recovery than book-balancing.

Gaullists have always been
more concerned about social

welfare than, say, today’s Brit-

ish Conservatives, while the

UDF minister responsible for

small business, Mr Alain Made-

line one of France’s very few
genuine economic liberals. He
argues, and to good effect in

Mr Balladur’s ear, that

France's whole crisis started

with investment being cut in

1991-92, and that the crisis will

end only when investment
picks up. Given that interest

rate levels are still constrained

by Germany’s monetary
stance, the next best thing the
government can do to revive

the key intermediate capital

goods sector is to lower other
charges, notably fiscal, on
industry.

In fact, the German mone-
tary constraint on France has
diminished. Since April.

France has cut its interest

rates 10 times, and only on two
occasions has it waited for the
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Help computer sector by scrapping tariffs
From MrG S Shingles.

Sir, Decisions are about to be
taken behind dosed doors in

various foreign capitals which
will have a serious effect on
thousands of jobs in the com-
puter industry of Britain and
other EC member states.

I refer to the decisions on
whether or not to remove the

high level of tariff and duties

which apply to most semicon-
ductors (14 per cent) and com-
puter parts (4-6 per cent)
imported from outside the EC.
I would like to draw your
attention to the following

points:

• Digital alone employs about
7,000 people in the UK (and
about 30,000 in the EC as a
whole). Seventy per cent of its

integrated computer systems
plant in Scotland is exported to

the rest of the EC.
• Digital is not alone. Hun-

dreds of thousands of other
jobs depend on the European
production and sales of compa-
nies such as IBM. Unisys.
Compaq. Apple, Intel and
many more.
• The computer industry is

vital to Britain and Europe’s
future, yet it is competing with
one hand tied behind its back.
Our competitors in Japan, the
US and Canada have abolished

duties on computer parts and
semiconductors and ran there-

fore source these items duty
free from anywhere in the
world. We cannot
• Digital wishes to expand its

UK operations to serve the EC
and global market from the
UK. We have made enormous
investments in manufacturing
capacity to this end. Our abil-

ity to manufacture is substan-
tially impaired by tariffs which
distort our sourcing and limit

our ability to compete.

The duties are protectionist

serving only to protect the nar-
row vested interests of certain

component makers and “board
staffers” in France, Germany
and Holland.

• Protectionism is not the
answer. It only plays into the
hands of our competitors.
Eliminating the duties will

strengthen the computer
industry in the UK and the EC.
creating jobs, encouraging
investment and creating export
opportunities.

• The EC is looking to trade

off a reduction in duties on
computer parts and semicon-
ductors for American "conces-
sions" in other areas (such as
textiles) - concessions which
may, or many not, be forth-

coming. The competitiveness
of our sunrise industries is too
important to be played with in

this way. It is in the UK and
the EC’s own interest to abol-

ish the duties how - a point

recognised years ago by our
competitors in the US, Japan
and Canada.
Time is running out A deal

may be done on the fringes of

the Group of Seven discussions

in Tokyo as early as tomorrow.
I call upon the European Com-
mission. the British govern-
ment and its partners in the
EC to look to the real interests

of the European computer
industry as a whole. Eliminate
computer parts tariffs now:
don’t gamble with the future of

this vital sunrise industry and
the manufacturing jobs within
it

G S Shingles,

chairman.
Digital Equipment Company,
Warton Orange,
Beading, Berkshire RG2 DTE. ;

Safety and security issues no argument against gas competition
From Mr Peter Bryant.

Sir, Mr Cedric Brown of Brit-

ish Gas (Letters, June 30) is

right to say that there must be
no compromise on the issue of
safety and security of supply in

introducing fair competition
into the domestic gas market
However, these important
issues should not be used as an
argument to block the Intro-

duction. of competition, but
rather to frame necessary high
standards of service to which
those companies wishing to

supply the domestic consumer
must adhere.

In submissions to the Monop-
olies and Mergers Commission
by ourselves and several asso-
ciated energy utilities we also

stressed the need for safety

and security of supply. We
advocated retaining a single
transportation company and a
separate storage company.
This combination would per-

mit clear and transparent
charging of services to all

users, including British Gas’s
marketing operations. It would
also facilitate the maintenance
of the same standards of safety

and security of supply as cus-

tomers currently enjoy.
We stand by our belief that

the new domestic gas suppliers

should be allowed to compete
on a fair and equal basis with
British Gas and must be pre-

pared to share frilly in the
social obligations that the Gas

Act currently vests solely with
British Gas.

Further, the creation of a
new and comprehensive public
gas supplier licence will lay to
rest once and for all British
Gas’s arguments over indepen-
dents "cherry picking” more
lucrative customers and effec-

tively Ignoring the needs of the
socially disadvantaged. We do
not disagree with Ruth Evans
of the National Consumer
Council (Letters. July l) that
competition must prove its

worth before regulation can be
relaxed; indeed we espouse the
phased introduction of compe-
tition in the domestic market
to ensure that consumer inter-
ests are fully respected.

. The introduction of competi-
tion into other privatised
monopolies has brought bene-
fits in both price and standards
of service to domestic consum-
ers. In the case of gas, British
Gas admits that, of the 25,000
firm industrial/commercial
contract gas users now able to
enjoy competition, more than
50 per cent have chosen to
leave British Gas in favour of
competitive supply. How long
must the 18m UK domestic gas.
customers wait before they can
enjoy the same freedom of
choice?
Peter J Bryant,
deputy chairman.
UtiliCorp UK.
21 TothUl Street, London SW1

Smokescreen surrounds UK's objective of resuming nuclear tests
From Dr Sean Howard.

Sir, All indications are that

President Bill Clinton will

shortly annmmn» an extension
of the US moratorium, on
nuclear testing. Britain uses
the US site in Nevada, and can-
not test unless the Americans
lift their ban. The decision the
president looks set to make
would be a heavy defeat for the
British government , which has
been lobbying fiercely for a
resumption of tests.

There is a widespread mis-
conception that Britain wants
to test to make sure that its

existing nuclear weapons are
safe and reliable. This miscon-

ception has been deliberately

fostered by British officials in

Washington. However, if par-

liamentary answers by govern-

ment ministers are to be
believed, Britain does not need
to test Polaris, the WE177
free-fall bomb or Trident for

safety or reliability.

On November so 1992 Vis-

count Cranbome said: “We are

concerned purely with the

safety of future systems.” Not
the future safety of existing

systems, but the safety of new
nuclear weapons. On October

23 1992, armed forces minister

Archie Hamilton, asked what
the implications of the morato-

rium were for Trident , stated:
“There are ho implications for
the Trident warhead pro-
gramme, the tests for. which
have been completed."
In fact there are.safety wor-

ries about British nuclear
weapons, but they could all be
rectified without a single
nuclear test, by changing- oper-
ational procedures. Safety is

used as a smokescreen to
obscure the real purpose of
tests. Recent reports in Wash-
ington suggest that Britain
wanted to test a replacement
warhead for the WE177.
British weapons develop-

ment tests in Nevada would

have caused a storm of protest
on Capitol Hill, in this country
and elsewhere. It seems that
once it became clear that its.

safety and reliability cover bad
been blown, the government
concluded that the gamp was
up and withdrew its plans to
test .

The government will doubt-
less now proclaim itself as
world leader in the fight
against nuclear proliferation.

SeanHoward,
senior analyst,

British American Security

Information Service,

8 John Adam Street,

London WC2N 6EZ
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If France’s infiatfeb:rmmaB&

lower than Germany's *aad |ts

growth prospects, less misera-

ble than (termany’s.^hdifGer-

many refuses (as is Hkeijj fa

devalue the D-Mark agahst.the

franc, then the FTehcfr.cur-

rency would remain:,conve-

niently undervalued against

German money. This would
help French trade, least

across the Rhine.. - •;. .

.

1

But France’ s > record
FFrl6.2bn trade surplus in ike

first quarter of this year (triple

the surplus in the samfi period

of 1992) mainly reflects -reces-

sion at home, with the fall in

imports outpacing, that:
.
in

exports. There is nothing, fait

to give France the seff-ceaft-

dence that would change - fas

attitude to talks aimed at

reaching a new General Agree-

ment on Tariffs and Trade.- -

If anything, this attitude has

got tougher and more precise.

Initially Mr Balladur did hot

seem to know where he; was
going. Explaining why he had
three times refused Mr Baha-

dur’s offer of the agricultural

portfolio, Mr Charles Milkm,
the UDF parliamentary leader,

said: “I never managed to dis-

cover what policy he wanted

me to adopt” Eventually, Mr
Balladur decided to accept an

EC accord with the US on oil-

seeds production, but to fight

Washington, and the rest of

the EC if need be, on other

farm trade issues. -

Mr Balladur is right,in claim-

ing that Gatt is a test of the

EC’s identity.. If the 12 were

now to come apart on trade,

then Maastricht and all its

pledges of European unity
would mean little.

The prime minister is there-

fore taking a gamble with

France’s investment in Europe.

In domg so, he has particular

need of Mr Mitterrand’s sup-

port, especially in light of the

president’s rapport with Hel-

mut KohL That dependence on
the Socialist president may yet

come to haunt Mr Balladuris

fellow conservatives.

Euro r
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WITH Their erstwhile cnmwjQn
many dissolved, industrial coun-
tn£s must build their relation-
ships on a foundation of enlight-
ened self-interest Unfortunately
they are for from enlightened’
though powerfully self-interested!
The relationship between the US
and Japan established after the
second world war looks likely to
be the most important casualty.
Lawrence Summers, now US

undersecretary of the treasury for
international affairs, argues that
the US has developed a “compre-
hensive and integrated approach"
to the twin problems of the Japa-
nese current account surplus and
the low penetration of manufac-
tured imports. The US will, he
says, focus on results. It wfll also
bring high level pressure to
achieve what it wants in semi-an-
nual meetings of the two heads of
government If agreed, the US pro-
posals would define the relation-
ship between the world’s two most
important economies. If not
agreed, they would cause serious
conflict. Either way. they are
hugely important The question Is

whether they also make sense.
Mr Summers is right to distin-

guish the overall Japanese current
account surplus from its allegedly
low import penetration. More
questionable is the suggestion
that “excessive

1
' current account

surpluses must be reduced to IV,

per cent of gross national product,
in order to create up to 2m jobs in

the rest of the world. An economy
cannot be forecast precisely
enough to make such targeting
workable. The analysis is also
both too mechanistic and too
short run. In the longer term,
export by the Japanese of a mere
10 per cent of their gross savings
should be welcomed. What could
be a more useful outcome of the
capital market liberalisation that

the US has so long promoted?
Whet the world does need horn

Japan is a strong recovery and, in

the longer term, sustained growth
of demand in line with the econo-

my’s potential. Mr Summers is

right to demand improvement in

Japanese macroeconomic policies.

-Th&bdggest mistakes-hareheenin

—

monetary policy, where the Bank
of Japan first allowed a liquidity-

Japan and the
US at odds

driven financial bubble to develop
(partly in response to earlier us
Pressure for economic expansion)
and then eased both too late and
too little.

The second US complaint is
about low import penetration.
There do remain official impedi-
ments to imports. But the main
obstacles are, without doubt, Japa-
nese businesses, which believe
that they benefit from their
long-term relationships, and
nationalistic Japanese consumers.
To eliminate barriers created by
governments is indeed to “unman-
age" trade, as Mr Summers
claims . But to force private organ-
isations to buy goods they do not
want Is to manage it once more.
Mr Summers insists the targets

would not be for US goods alone.
But the goods on which the US
focuses are those, like super-
computers, In which it thinks ft is

competitive. He argues that the
aim is to replicate the results of a
free market But nobody knows
what those results might be. He
argues that the desire is to elimi-

nate distortions in the Japanese
economy. But the result is bound
to be further management by the
ministries. He denies that the
quantitative benchmarks wUl be
triggers for “hair trigger retalia-

tion”. But if is deeply naive to

suppose US industry will prove so
understanding as the history of
the semi-conductor agreement has
demonstrated.

The world desperately needs a
more enlightened approach. On
macroeconomic policy, the best
solution would be for Japan to

accept continued appreciation of

the yen, mitigated, where neces-

sary, by further easing of its mon-
etary and fiscal policies. On
imports, the Japanese should pro-

pose a binding multilateral proce-

dure, within the Gatt, capable of

requiring any member country to

change policies that deprive trad-

ing partners of the benefits they
had reasonably expected from lib-

eralisation. Japan should propose
just such a reform, along with
agricultural liberalisation, as its

contributions to completion of the

hapless-Druguay Round. But first

it must say no to US demands for

managed trade.

Euro retreat
THE RECENT decision to put the

European Community’s liberali-

sing directive on pension fund
investment into bureaucratic

limbo may not be the most signifi-

cant retreat to date from the Euro-

pean ideal But It is still important

since it perpetuates a series of dis-

tortions in the EC capital markets
arising from artificial restrictions

on investment in different classes

of assets and currencies. Coming
after the turmoil in the Exchange

Rate Mechanism, it appears in

effect to put an end to the pros-

pect of a single EC capital market

Dor the foreseeable future.

There is no economic logic in

the to shunt the matter

back to a working party. Portfolio

theory has established beyond rea-

sonable doubt the benefits of

41versification. These are more
fhan sufficient to off-set exchange

rate risk. The political logic, in

contrast, is clear. The chief benefi-

ciary of the status quo is big gov-

ernment, which will retain the

right, in certain countries, to

inamre growing budget deficits

rom captive institutional money

it artificially low interest rates,

is the practice of funding occupa-

tional pensions catches on in con-

tinental Europe to help reduce the

strain on public finances of ageing

populations, less of the manage-

ment will find its way to efficient

hands in London or Zurich.

The losers are Europe’s pension-

ers, who will receive tower returns

for any given degree of risk. While

rich investors exploit the freedom

to invest globally that comes from

the abolition of exchange controls

around the Single Market, poor to

middle-income people whose
savings are managed by institu-

tions will suffer relative disadvan-

tage. Companies in countries with

restrictions that push investors

towards government bonds may
suffer from a higher cost of capital

than otherwise. Everyone loses, in

the sense that the benefits to the

European economy of an efficient,

integrated EC capital market are

being thrown away.

Though the arguments appear

technical, there is a wider symbol-

ism. if the EC opts for protection-

ism in an area where the political

cost of liberalisation is so paltry,

how mil it avoid a retreat into

economic nationalism on larger

issues? The prognosis is poor.

Managed news
PPOSING change in the

of News at Ten, the inde-

t television network's flag-

ews bulletin, the govern-

may temporarily have

ed its back benches. In

so, however, it has high-

1
growing internal contro-

ls in what passes for

a’s broadcasting policy,

cannot be resolved by a

il quick fix.

ITV companies want to

Jews at Ten to an earlier

Hmp hour to make way for

mmes which will attract

audiences and advertising

jgg. it is hard to fault their

once the explicit purpose of

vernment’s reform of the

ranchise system was to

the companies to behave

ommerdally. . .

Independent Television

ission’s objection that the

sad programme change

violate the companies’

obligations is tenuous at

he ITC asserts that, when

g for franchises, several

ed In their proposed pro-

ie schedules that they

keep News at Ten at its

onal hour. But that was

i condition of the franchise

s. By attempting to impose

,
the FTC seems to be sug-

: it can veto any departure

nchise-holders from their

1 schedules.

There are legitimate grounds for

arguing that, television news, as

the main source of information for

most of the population, occupies a

special position. Ideally, diversity

and impartiality should be encour-

aged by free competition. But if

that cannot be achieved by the

market, regulation - and even

some public funding - may be

required. However, the sole aim of

such measures should be to safe-

guard the integrity and editorial

independence of news providers.

Regrettably, that does not

appear to be main concern

prompting the prime minister and

Mr Peter Brooke, the heritage sec-

retary. to intervene publicly in the

News at Ten affair. Indeed, Mr

Brooke’s hint that the ITV compa-

nies should back off if they want

him to relax the current takeover

restrictions on them hints at

potentially murkier motives.

The government cannot have it

both ways. If Britain is to have a

television network that is genu-

inely commercial and indepen-

dent, it must be allowed to

develop free from capricious regu-

lation and political meddling. A

new framework is nwde* which

also takes account of the BBC and

the growth of alternative brato-

poqHng channels. The longer the

government delays confronting

that challenge, the raire g^lng

will become the shortcomings of

Its existing policies.

Philip Stephens on soul-searching in the two main UK political parties

Advocate of active

government

M r John Smith
should be luxuriat-

ing in Mr John
Major’s misfor-
tunes. It is not

often an opposition leader can
count on a government to shoot
itself in the head. The last to do so
with such unerring accuracy was
the government of the then Mr
James Callaghan That brought Mrs
Margaret Thatcher to power and
the 14 years of Conservative rule of
which Mr Major remains the bene-
ficiary.

But the Labour laadw has lass

cause for celebration. If the govern-
ment is a shambles, the opposition
has yet to show it can win the last-

ing affection of an electorate angry
with the Conservatives. The fear in

too many Labour minds is that
while voters may be ready now to
desert the government, in the end
they will prove once again to be
strictly temporary converts.

A year on from his election as

Labour leader Mr Smith is the tar-

get for sniping at Westminster. The
aggressive modernisers who want
to replace socialism with social

democracy are impatient with his

careful, studied approach to change.
The traditionalists accuse him of
being too easily pushed into
betrayal of Labour’s past
More curiously he finds himself

in bitter confrontation with the
trade unions which 12 months ngn
anointed him as Mr Neil Kinnock’s
successor. If he loses his fight to
weaken the unions' collective voice

in party derision-making his leader-

ship will be severely compromised.
Mr Smith is unmoved. A self-as-

sured Scottish advocate whose poli-

tics are i-nfiispd with a streak of

Presbyterian moralism he refuses to
sweat in the Westminster hothouse.

Confident or complacent, he points

to Labour's gains in the county
council elections in May (Labour is

running Norfolk for the first time in

103 years) and to its successes in

exploiting Mr Major’s troubles with

everything from the economy and
Maastricht to Mr Asil Nadir and
party funding.

So he replies briskly to criticisms

of a “remote" style. “They say that

of every leader.” Suggestions that

Labour's message lacks resonance

in the country are brushed aside. “I

was elected to win the next election.

That is my overriding purpose. I try

tothink every day what I have done
to advance that purpose. And I will

win the next election. There

is no doubt about that.”

He insists he has set out with
clarity the policy framework for

that election. The independent
Social Justice Commission is to

publish soon the first comprehen-

sive map of British society since the

Beveridge Report SO years ago. The
national policy forum, which now
steers policy-making, has prepared

detailed approaches to the economy,
Europe and democracy.

But if there was a recurring
thgmp during the interview - the

“big idea” always demanded of poli-

ticians by political commentators -

it was his conviction that govern-
ment can and must change things.

“The notion of the government tak-

ing reponsibility is the key division

between the political parties.”

Labour’s guiding principle was sim-

ple. “There is no dramatic choice

between prosperity and justice. The
task of politics is to improve our
society. A strong economy and a
fair society is my slogan.'’

He began with an uncharacteristi-

cally passionate commitment to
constitutional change: Scottish and
Welsh devolution, regional assem-
blies, stranger local government, a
bill of rights and freedom of infor-

mation, a purge of Whitehall quan-
gos. “Our constitution and our
forms of government have become

The labour leader
says he will not blink

in his bitter

showdown with the
trade unions

antique and foolish. I really think

we have to move from being sub-

jects of the Queen to citizens of a
modern state.”

He was not (lest the tabloids take

fright) talking about abolishing the

monarchy. But he believes the the-

ory of the British constitution -

based on the sovereignty of the
mnnamh in parliament - has pre-

vented explicit statements of the
rights and obligations of citizens.

Parliament had become “weak
and ineffective"; the spawning in

areas such as health and education

of a “new magistracy” of officials

appointed by Whitehall was “offen-

sive to democracy”; local govern-

ment had been undermined.
Mr Smith wants pluralism.

“Decentralisation of government, a
new style of open government.

systems that lead to more honest

government” This was not simply a
chattering classes issue. There is a
moral undertone. ‘"Hiere is a great

deal of unease in this country not

just about our economic decline and
the social disintegration but also

about the style and maimer and
purpose of government”
What then about electoral

reform? The party’s inquiry under
Professor Raymond Plant had called

for a proportional voting system for

the House of Commons to put an
end to the winner-takes-all principle

in British politics.

Mr Smith rejected the Plant
recommendation but has promised
a referendum. Political opportun-
ism? He was unapologetlc. A
change in Hip voting system would
break the essential link between MP
and constituency. “You need to

have constituencies in the British

political system. You cannot have
two classes of members, one
without a constituency and one
with."

Nor did he want compromise gov-
ernment “Inevitably you end up
with coalition governments in
which the tilt to left or right is

decided by the middle party. 1 can
see why the Liberal Democrats are
in favour or a system like that

because they would never be out of

power." Bat his promise of a refer-

endum was serious: “I accept that

this is an important debate which
has to be decided. I genuinely want
a referendum, there will be one."

One thing there would not be was
any pre-election deal with Mr Paddy
Ashdown. leader of the Liberal
Democrats. “We are not interested

in electoral pacts or electoral deals

for the very simple reason that par-

ties do not own votes, i have no
right to instruct Labour voters to

vote in any particular way."
It is cm the economy though that

Mr Smith will stand or fall He must
shape an economic policy that per-

suades a sceptical electorate he can
trusted with their taxes.

The party has quietly abandoned
the tax plans which cost it in 1992

the pivotal support of southern
England's aspiring classes. Nation-

alisation is no longer a word that

passes Labour lips. New spending
commitments have been outlawed.

But even those who follow politics

closely are unsure where Mr -Smith

would strike a balance between the

respective roles of markets and
states, between spending and taxes.

He riisrlaims the party’s dirigiste

Trevor Humphries
John Smith: 1 will win the next election. There is no doubt about that1

past It is no longer interested in

state ownership or planning, in
spending for the sake of it or in

soaking the rich. But neither does it

share the Tories’ faith in markets.

Back to active government “We
are defining what governments can
do and what markets can do. Let

markets decide the price of potatoes

but let them not decide on access to

education, health or on the shape of

our training policy because they
cant do that”
Government must act as catalyst

for advance; investing in education,

training, science and technology.

More public spending then? Yes.

“It's investment and yon have got

to invest to get a rate of return.” Mr
Smith sees the trap; spending, he
adds, will only rise as fast as the

country can afford. That will

depend on stronger economic
growth. But on the principle of

intervention be is unapologetic:

“Government must do the things

that without government interven-

tion will not happen. That is not a
dirigiste. command-style economic

policy.”

Nor does intervention mean direc-

tion from Whitehall Just as politi-

cal power should be diffused to the

regions so too should the govern-

ment’s role in supporting industry.

For Mr Smith the model is not the

National Enterprise Board of the

1960s but the Scottish Development
Agency erf the 1980s.

A long-term approach is the way
forward. “The most important thing

about economic policy is to get
away from short-termism which is

the endemic British disease and a
very strong feature of Conservative

government" As for his tax plans

they will be spelt out only much
closer to the election. They will be
fair but not penal

All this though will be irrelevant

if Mr Smith loses his conference

showdown over party democracy
with those erstwhile allies Mr John
Edmunds and Mr Bill Morris. Mr
Smith has staked out a position on
the issue of one-member-one-vote
which most of the unions have
flatly rejected. On the present arith-

metic he would lose the vote at con-

ference. Someone has to blink. Mr
Smith says it will not be him. “I will

fight on. My argument is right I

will maintain it.” Quite simply he
cannot afford to lose.

Tories return to the centre

'i
Hunt: pragmatism over Ideology

O ne-Nation Toryism is

reclaiming its inheri-

tance. The battle for the

soul of the Conservative

party has been joined in earnest

Amid the chaos of Mr John
Major’s government, the disciples

of tiie social rather than the liberal

market have decided it is time at

last to disclaim publicly the ideol-

ogy of the 1980s. Thatcherism is to

be consigned to the history books.

Mr David Hunt the employment
secretary, put the case at the week-
end in a lecture to the Tory Reform
Group. The Thatcherite revolution

bad been appropriate when the

trade unions had to be tamed, the

state role cut back, the power of

market competition unleashed.

But the government had moved
too far in the direction of unfet-

tered markets. There was such a

tiling as society. And Conservatism
should recognise “the moral and
social inadequacies of lais-

sez-faire”.

Of itself the lecture - with its

call for the party to look again to

the Christian Democrat tradition in

the rest of Europe - was no sur-

prise. Seen from the right at the

party Mr Hunt has always been as

“wet" as he is clever. A disciple of

Peter Walker and Michael
Heseltine he has never disguised

his preference for pragmatism over

Ideology. The lecture contained

strong echoes also of the advocacy
of a European-style social market
which Mr Chris Patten offered in

an interview in Marxism Today as

long ago as January 1990.

But Mr Hunt's decision to recall

the traditions of a one-nation, pro-

European Conservatism was only

one piece in a jigsaw. After living

in the shadow of the recalcitrant

Euro-sceptic right of the party at

Westminster the social marketeers
have decided to assert their author-

ity. With the end in sight of the

Maastricht bill there is a new sense

of liberation.

Six weeks ago Mr Stephen Dor-

rell, still outside the cabinet but

talked of as a future leader, issued

a sharp warning of the risks of

“dogmatic attachment to market
economics". If Toryism meant high
living standards and individual

choice it also stood for social stabil-

ity and evolutionary change.

Mr Malcolm Rifkind, the defence

secretary, took up the same theme
in a recent newspaper article.

Tories had to remember that the

pursuit of low inflation, privatisa-

tion and public spending restraint

were means rather than ends.

But the pivotal change was been

Mr Kenneth Clarke’s move to the

Treasury. A self-styled member of

the “hard-centre", he has dispensed

with the monetarist rhetoric of pol-

icy-making during the 1980s.

Sure Mr Clarke wants low infla-

tion, tight control of public spend-

ing and the opportunity to cut

taxes. But he has no desire to dis-

mantle the welfare state. He wants
to listen to industrialists as well as

City economists. The language of

pro-Europeanism and partnership

has returned to the Treasury.

None of this presages a return to

1970s-style corporatism. Lady
Thatcher shifted the centre of grav-

ity in politics. Many of those now
proclaiming the virtues of the

social market would a decade ago
have been judged to have been on
the right rather than the centre-left

of the party.

Nor are they without enemies m
the cabinet. Mr Michael Howard,
Mr Michael Portillo, Mr Peter Lil-

ley and, most recently, Mr John
Redwood, remain faithful to a more
liberal, individualistic creed. The
government’s slim majority and Mr
Major's weakened authority makes
them a powerful force.

On the day Mr Major won the

party leadership he turned to a
friend in the lobby of the Commons
and proclaimed: “We are in charge

now. The party is in our hands." He
was wrong. The right has fought a
dogged rearguard battle. But Mr
Hunt and others are determined
now to claim that victory.

Observer
Precious

time
As is shown by numerous

courses for executives on how to

manage their day efficiently, time

is a valuable resource. It can also

have costly implications, as deposed

minister Michael Mates now knows

all too weR
But in looking back on the watch

that started the countdown to his

resignation, he can at least have

the consolation of knowing it could

have cost Mm even more. Take

the latest Qrande Complication

timepiece from Swiss

manufacturers Blancpain.

Platinum-cased, the watch’s

nw-hanfcai workings include 780

moving parts, all hand-made, and

took four years to perfect Its six

functions include a perpetual

calendar, a chronograph with a

split second, a minute repeater,

and moon phase. OnlyX are to

be produced at the rate of five a

year. And the price?

SF800.000 apiece although, on

Friday night’s exchange rates at

any rate, £351,650 or so would do.

As seen on TV
M Buy that man a drink. Nice to

see that Christopher Morgan, Asil

Nadir's unpaid PR man, hasn’t lost

his sense ofhumour. Amid all the

other calls he had to field last week
was one from, surveyors Stirling

Ackroyd, wondering if Morgan's
infamous overseas nitent might
be interested in re-investing in the

London property market
Although the investment in

question was being handled by
upmarket rivals Richard Ellis,

acting for a bank whose overseas

client had gone bust, the man from
Stirling Ackroyd felt Morgan’s

client ought to be alerted to one

of the hottest properties currently

on the market - 12-16 Elm Street,

home of the Serious Fraud Office.

Word in your ear
One of the perks for some

newspaper proprietors is being able

to dictate what goes in one's own
newspapers.

So no surprise then that Lord

Stevens of Ludgate used yesterday's

Sunday Express to issue a long

personal statement correcting

several “highly misleading articles"

in rival newspapers criticising his

chairmanship of United Newspapers

which is raising £19Qm via a rights

issue.

“There has been no direct or

indirect criticism” ofhis twelve

year stewardship of United, only

quotes from anonymous fund

managers says Lord Stevens.

“Neither our merchant banks, nor

our other advisers, have received

any complaints whatsoever”.

Indeed, The Times and the Daily

Mail both endorsed his cash raising

exercise notes Lord Stevens.

That said, it would be surprising

weeks’

if there were not a few fund
managers who had some doubts

about the wisdom of keeping Lord

Stevens as United’s chairman given

that the two other quoted

companies he has been involved

with, Invesco BUM and Alexander

Froudfoot, have both cut their

dividends over the last year.

A dignified silence would have

been more appropriate.

In the balance
Top US trade economist Jagdish

Bhagwati had a professional answer

pat when questioned about his

future with the international trade

watch-dog, the General Agreement
on Tariffs and Trade.

An eloquent and unflagging

champion for free trade, he has
long played a quiet but important
role as economic policy adviser

to Gatt director-general Arthur
DunkeL With his retirement after

13 years last week, however, the

adviser's present contract ended.

Would new director-general Peter

Sutherland feel a need for the kind
of trade policy knowledge that his

predecessor had so valued?,

Bhagwati was asked- “There has
been no demand, and until then
there will be no supply,” was his

only comment

Black marks
Whoever deserves a phis mark

far this summer's Advanced-level

exams, it is not the senior examiner
responsible for a mathematics paper

set by one of the A-tevel boards:

the Oxford University Delegacy
of Local Examinations.

He included in the mechanics
paper a complex problem requiring

candidates to prove, amongother
things, thata stone catapulted at
amoving target would hit its mark.
ms own workings and checks

showed that, handled property,

the information given in the
question yielded a quadratic
equation which provided the
answer. The equation was:

4t*-8t + 5 = 0

But when the A-level candidates
sat the problem last month, the

best equation any of the could

derive from the data was:

4t* - 8t - 5 = 0
which didn't yield any sort of

answer at alL

The Oxford board's chagrin is

all the worse because between the

setting of the problem in autumn
1991 and the grams 21 months later,

the paper was subjected to repeated

checks in which it was scanned

by numerous staff “We thought
our system was fool-proof,” said

an official ruefully, “but they can
obviously still get though.”

He’s right On Eddie George’s

first morning as Bank of England
Governor he was given a
champagne send-off by the

newsagent who supplies his FT,
Benue Webb. In reporting the

event Observer - who attended

without over-indulging - printed

his surname as Kemp.

Apologies to Benue, and heart-felt

sympathy to the Oxford board.

Daylight robbery
Ajeweller rushefl into a police

station gasping that an elephant

had just broken his shop window,

scooped up the priciest contents

with its trunk, and lumbered away.

Sceptical, the desk sergeant
asked: “What sort of elephant was
it,sir - the African type with big

ears or the Indian kind?”

“How should I know that?",

snapped the jeweller. “It had a
stocking over its head.”
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Nadir redirected £565m from

Polly Peck for personal use
By Andrew Jack in London

MR ASIL NADIR, the Turkish

Cypriot businessman who fled

fraud charges in Britain, misap-

propriated as much as £565m
($847m) from banks, bondholders

and shareholders in the last flew

years of his chairmanship of

Poliy Peck International to fund

a wide range of bis personal and

business interests.

As the battle over the conduct

of the case against Mr Nadir con-

tinued to rage, a Financial Times
investigation has identified how
Mr Nadir removed £37Lm from
the group in the the three years

leading up to the beginning of

investigations by the UK govern-

ment’s Serious Fraud Office in

1990.

At least another £i94m remains
unaccounted for and could possi-

bly also have been misappropri-

ated. Mr Nadir jumped bail and
fled to northern Cyprus in May.
The analysis, based on writs,

creditors' reports, company docu-

ments and interviews with
employees and investigators,

shows for the first time the com-
plex movements of funds out of

the Nadir business empire into

his private activities.

Most of the money which was

Mickey and
Donald go
back to China
Continued from Page 1

who will not be making an
appearance in China for the time

being include the Beagle Boys,
whose criminal exploits might
not sit well with Chinese ideas

about the role of art and litera-

ture in public education - even

though, in the case of the Beagle
Boys, justice invariably prevails.

Mr Zhao believes Walt Dis-

ney's enduring creations will

prove a force for good in China.

“They not only make children

happy but also add to their
knowledge and broaden their

outlook," he observed.

Disney executives have designs

on various aspects of the China
fantasy market, and comics
would be only the beginning.

Other Mickey Mouse endorsed
products would include gar-
ments, sporting equipment, toys,

stationery and drinking mugs.
Television will also play its part
In spreading the Disney gospel.

Altogether, there are about go
shops throughout China selling

Disney products, but this marks
a modest beginning.

Disney executives hope that, in

time. China will overtake the
Japanese market, which Is prov-

ing an enormous money-spinner
for the entertainment company
whose global receipts last year
exceeded $7J>bn.

Touched, perhaps, by Uncle
Dagobert's love of the green,
folding stuff, a Disney executive
was quoted the other day as say-

ing that he couldn’t "stand the
thought of a generation [of Chi-
nese] growing up without
Mickey Mouse."

misdirected for Mr Nadir's own
purposes mmn from more than

£lbn raised for PPI in loans,

rights issues and bond issues in

the UK, Switzerland and other

financial centres before his com-

pany went into administration in

October 1990.

Mr Nadir - with the alleged

help of a small group of associ-

ates in London and northern

Cyprus - then switched the

money in and out of a number of

the group's bank accounts in sev-

eral countries before using it to:

• Buy about £100m of PPI
shares through a series of Swiss

and Jersey trusts, most of which
were not disclosed.

• Prop up lossmaking busi-

nesses principally in Turkey and
Cyprus
• Buy hotels in Cyprushelp pur-

chase two stately homes in

England and furnish his proper-

ties with valuable antiques

• Create a printing and publish-

ing empire in. Turkey and
Cyprus.

All but £30m of the £371m has

been traced but realisations so

far total just over £lm. Little

more is likely to be recovered.

The money-go-round began in a

series of Polly Peck bank
accounts in London, loans to the

company and letters of credit

The funds were recorded as

transactions in “inter-company

accounts” or loans from the par-

ent PPI group.

Between September 1987 and

October 1990, £245m was Chan-

nelled into northern Cyprus sub-

sidiaries, mostly to Unipac, a

packaging company. Another
£126m was booked to Turkish
subsidiaries including Meyna, the

fruit business.

The money passed through sev-

eral different bank accounts in

the names of these subsidiaries,

including NatWest in Jersey, a
correspondent account with Mid-

land bank in London on behalf of

the Industrial Bank of Cyprus,

and Impexbank in Turkey.

A process of what experts call

“cloaking" then took place, with
money apparently switched
between accounts to confuse the

trail. Most funds were transferred

into the Industrial Bank of

Cyprus and Impexbank, both of

which were controlled by Mr
Nadir during that period.

Only at this point was the
money - which was still shown
in the accounts as borrowings to

PPI subsidiaries - misappropri-

ated into activities outside the

group such as the purchase of

France calls for test ban Anti-terror
Continued from Page 1 Laboratory, made clear he had barriers for

wanted to carry on testing right

can “live with" a US test ban as up to the implementation of a
long as it receives help in com- comprehensive test ban. V^lLy willlv

Continued from Page 1

can “live with" a US test ban as
long as it receives help in com-
puter simulation techniques to

replace live tests. The UK has to
foUow Washington's policy, since

it relies on the US test site in

Nevada.
Hie UK Ministry of Defence

said it had no plans to test else-

where and would seek further

consultations with the US. Brit-

ish planners are believed to want
tests to update the WE-177 grav-

ity bomb, which will have to stay

in service beyond the end of the

century, and to perfect safety fea-

tures on the UK warhead for the

Trident submarine-launched mis-

sile. However, the main pro-
gramme of Trident warhead tests

is complete.

In the US, Mr Sig Hecker, direc-

tor of the Los Alamos National

Laboratory, made clear he had
wanted to carry on testing right

up to the implementation of a
comprehensive test ban.

After a divisive debate in the
administration, pitting the Penta-

gon, the State Department and
the nuclear weapons laboratories

against the Energy Department
and the Aims Control and Disar-

mament Agency, the White
House had initially come down in

favour of nine further tests -

three of which would have been
British - in the next three
years.

Mr Clinton's ultimate decision

to extend the moratorium on
tests, unless another nation
resumes testing, reflects belated

recognition of the political reality

that both the House of Represen-

tatives and, more surprisingly,

the Senate remained solidly

opposed to more tests.

Bid to heal Japan-US rift

Continued from Page 1

Clinton and Mr Kiichi Miyazawa,
the Japanese prime minister, are
due to agree the trade talks

framework at a bilateral meeting
this week.

The Japanese strongly oppose
the US plan for numerical targets

which, they argue, would require
the government to guarantee a
share of the domestic market for

foreign producers. Part of the

opposition may reflect the politi-

cal turmoil in the country before

the general election on July 18.

The government's weakness has
emboldened bureaucrats at the
powerful ministry of interna-
tional trade and industry to

harden their opposition to the

use of numerical measures. How-
' ever, officials in the foreign min-

istry are concerned that the
country should not be seen to be
rudderless over the most contro-

versial issues in its relations with
the US.

The Japanese offer will at least

allow Mr Clinton and Mr Miya-
zawa to rebut claims that the
talks have broken down.
The plan will not in itself sat-

isfy US demands enough to pro-

vide the basis for a deal,

although it is a step towards the

US position. In Washington, Mr
Warren Christopher. US secre-

tary of state, said he wanted to

“lower expectations" of a bilat-

eral trade agreement between the
US and Japan.

By Qilian Tett, Jimmy Bums
and Usa Wood in London

AN anti-terrorist security cordon
around the City of London feces

its first test today amid fears

that it could cause widespread
traffic congestion.

The cordon, which has ringed
London's financial heart with 24-

hour police checkpoints, has
received broad support from
business, which pressed for

tighter security after a bomb
planted by the Irish Republican
Army devastated Blshopsgate, a
main route through the city, two
months ago.

But with 18 access roads lead-

ing into the Square Mile - the
prime financial area in the east

of London - being closed under
the scheme, police and city lead-

ers were preparing for a barrage
of complaints from frustrated
motorists.

The City of London Police,

stressing that the scheme was <

experimental, appealed to com-
muters to leave their cars at
home. “For the first days there

will be problems. It would be
naive of us to expect otherwise,'’

the police said.

The RAC motoring organisa-

tion said it was unhappy about
the City being treated in isola-

tion. “Hie scheme could transfer

the traffic, and potentially, the
terrorists to other areas,” it

warned.

There has been mounting con-

cern about the possible propa-
ganda gains the scheme could
offer to the IRA.

Europe today
Winds from the north-west have brought a
mass of cod air Into north-western Europe.

Today, this coo) air wiD progress into northern

France and central Germany. In the warm air In

Germany and the Alpine countries, local

thunder storms will develop. Low pressure in

Scandinavia will move slowly to the norih-east

producing unsettled conditions in the north, in

southern Scandanvia a local shower is

expected but sunny periods will prevail. In

southern Europe, sunshine and heat will

persist, however, some douds will stay near
the east coast of Spain. Most of southern
Europe wiD have afternoon temperatures
between 30C and 35C with locally hotter

conditions in the Spanish lowlands.

Five-day forecast
A strong ridge of high pressure over France
will bring abundant sunshine to western and
south-western Europe. Hot conditions wiD
persist in southern sections. On Tuesday,
thunder storms will develop in northern Italy

and the Balkan states. In the Low Countries,

the UK and northern Germany it will remain

rather cool. Local showers will fall in northern

Germany. In Scandinavia, cool and unsettled
conditions will occur until Thursday when
conditions will improve.
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The new Gas man cometh
PPI shares, the propping up of

lossmaking businesses, and the

purchase of property and
antiques. These were never

declared in the accounts.

It was also during 1987:90 that

Mr Nadir made donations to the

Conservative party of at least

half the £440,000 the Tories admit
getting from the businessman.
Substantial contributions also

went to charity.

A Citibank account in Switzer-

land in the name of his mother,

Mrs Safiye Nadir, emerges as a
key conduit for the money. Some
was passed on to Corvo, the Jer-

sey trust which funded South
Audley Management, the London
company which managed Mr
Nadir’s personal interests.

Some PPI money to buy shares

in the company was channelled
through Restro, the Jersey trust

Other money for share pur-
chases went through secret
trusts including Riverbridge in
Switzerland.

About £85m went to fund Mr
Nadir’s printing empire in Tur-

key, including a number of loss-

making newspapers and an air-

line.

Whore the money went; Cdll for

public inquiry, Page 5

The impending retirement of Mr
Robert Evans leaves British Gas
looking for a new chairman at a diffi-

cult time. No one is likely to accept

the post while the company is m the

Monopolies and Mergers Commission's
star chamber. But, assuming that Brit-

ish Gas survives more or less intact,

the matter cannot be left; much longer.

At present the company has not said
whether it is looking for a non-execu-

tive figurehead or someone to take a
more active role, though the appoint-

ment of Mr Cedric Brown as chief

executive implies the former.

Mr Brown is an able engineer who
seems to realise that the compands
sleepy culture must change, and he is

tackling the excessive cost base of the
company. It was also unfortunate that
be has had to take over at such a
difficult time. Yet the company’s
response to the MMC inquiry has been
for the most part reactive and unfo-

cused. It has given little impression of
the kind of rnmpaiiy it would like to

be, save that its critics are wrung and
it should be left as it stands.

British Gas needs a more coherent
vision of its future and its priorities. It

also needs an advocate who is able to

explain that strategy clearly. A strong
chairman from outside the gas indus-

try might bring these skills, particu-

larly if he were to work with Mr
Brown on a foil-time basis. That might

also help blow some more fresh air

through the company's still-musty cor-

ridors. Given his breezy approach,
experience in the oil industry and the
City, and now that his labours at

Eurotunnel are almost over, perhaps
Sir Alistair Morton might be per-

suaded to take the chair?

US economy
While June's US employment report

was unexpectedly weak, jobs grew
strongly in the second quarter taken

as a whole. And if the last four years

are any guide the June figures may
have to be be revised up in July. Thus
Friday's employment figure may be an
aberration. But other indicators such
as the purchasing managers' data sug-

gest a further slowdown. Economic
growth may have been below 2 per
cent an an annualised basis in the

second quarter.

These crosscurrents make it diffi-

cult to determine an underlying trend

in the US economy. One of the few
things which is clear is that the
improvement in productivity at the

aid of 1992, with strong growth but
few gains in employment, is now

News Corporation

Share price (AS)

Some DttRsrawn

being unwound. The small increase in

inflation in the first quarter and rising

precious metal prices are also a worry.

Such -signals may deter the Federal

Reserve from altering its bias towards

raising interest rates. Certainly there

is little prospect of an early rate cut

With momentum slowing, interest

rates stuck, and other leading econo-

mies mired in recession, strong eco-

nomic growth In the second half of the

year is a fading hope. Further pres-

sure wfU come if Congress can agree a

deficit reduction package during the

summer. Higher taxes while the debt

deflation process is still in train will

do little for consumer confidence.

Hence Mr Clinton’s apparent enthusi-

asm for co-ordinated growth strategies

in the run-up to the G7 summit Given
the improbability of such a deal, how-

ever, it seems increasingly hard to jus-

tify the optimistic rating of US equi-

ties.

News Corporation
Short of assuming Chinese citizen-

ship. Mr Rupert Murdoch's original

plans for buying into the Hong Kong-
based TVB television station appear

stymied. But Mr Murdoch's career has

repeatedly illustrated an uncanny
knack for skirting the biggest of obsta-

cles. Beaming The Sound of Music into

China appears his latest obsession.

One way or another, it is a fair bet

that millions of Chinese will be hum-
ming The Hills are Alive by the end of

the decade. News may yet be able to
gain access to TVB's valuable archives

by means of a restructured deal. It

may then seek an alternative base for

an Asian satellite station.

After a prolonged period of enforced

consolidation. News is certainly well

placed for renewed growth. The com-
pany’s free cash flow may surpass

A$800m this year with no substantial

debt repayments until near the eal Qf

the century. News seems interested^

expanding in US TV stations., Itstnfap
1

'

est in a IS per cent stake inAustraha’s

Channel Seven shows it is.not neglect-

ing opportunities in its bade yard

Although the media Jndusfry is

intrigued by News' renewed energy
'#'

is not clear that shareholders, are

equally- .enamoured. News 1

grand

industrial ambitions have rarely- pro-

duced swift financial returns. After

their surge m 1991-92. News' shares

have hovered around the A$7.50 mark

all this year. The benefits of reduced

interest rates on its
.

ASiObn ' of debt

have already become apparent News
has simply had its recovery . ember
than the rest of the Australian mar-

ket It will be a while before the finan-

cial implications of its next great leap

forward materialise.

Oil prices
The thought that Bill Clinton and

Saddam Hussein would cosy up over

oil exports a week after the US
bombed Baghdad is a little odd, to say
the least But such reverses are almost

par for the course in the murky world

of high politics. Iraq seems prepared to

be more accommodating about UN
security council conditions on the sale

of oiL At the same time the US seems

now to want to direct Iraq through a
carrot-and-stick approach, rather than

setting conditions it knows are unac-

ceptable in order to exclude Baghdad
from serious negotiations.

Much may go wrong in the talks,

and the US is also in danger of appear-

ing to usurp the security council's

authority.Yet there is now a serious

possibility that 600,000 barrels aday of

Iraqi oil may be on the market by the

fourth quarter of the year. Needless to

say Saudi Arabia and other Opec
members are less than pleased at the

prospect of their market share being

eroded. And once the ofl has started to

flow it may be hard to get the Iraqi

genie back into the bottle.

Given that few had expected Iraq's

re-entry, and that ofl. prices fell -last

whiter despite Opec’s production run-

ning near its ceiling, the current
weakness in crude prices is under-

standable. Opec has proved at its best

in tight spots. Despite the jockeying

for position by producers such as
Kuwait and Saudi Arabia, cartel mem-
bers know that their best interests are

served with oil approaching $20,

rather than by pumping the marginal

barrel of S15 crude.
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Land Rover sets off
on sales drive

SSSfST
N
?? Am0riCa has outlin^ » strategy

32£!L
to qu?ruP|a sa'es of Its UK-b^ fou?*wheel-drive vehicles In the US. Plans to lift annual

K^T°V6ry moda,
« is to be

Inched In North America early next year. Page

Ofwat dampens share prices
ProfftS *ld dividend Increases in line

woi expectations, and well ahead of other Indus-
tries, the privatised UK water companies may feel
aggrieved their share prices failed to respond
Unfortunately for shareholders, the predictability of
the water utilities has bean overshadowed by a
process over which the companies have less corv-
ool - tiro 1994 periodic review by regulator OfwaL
Page 14

Profits steady at RWE
RWE, the German energy-based conglomerate
axpects to pay an unchanged DM12 dividend this
year after holding profits at around the same level
“ DM877m ($517m) - as in 1991/92. The group,
which forecast an unchanged result last autumn,
added that it also expected “stable developments"
in turnover for the year to the end of June 1994.
Page 15

Japanese banks branch out
Three leading Japanese banks, the Industrial Bank
of Japan, the Long-Term Credit Bank of Japan and
Norinchukin, the agriculture bank, have set up
securities subsidiaries, allowed as part of ongoing
financial deregulation. The ministry has also indi-

cated that, after two or three years, banks may be
allowed to deal in stocks. Page 15

Gatt and all that

VW squeezes out vice-chairman in reorganisation
By Christopher Parkea ht Frankfort

MR DANIEL Goeudevert has been
squeezed oat of his post as vice-chair-
man of the Volkswagen group as a
result of a “structural reorganisation".
VW said at the weekend.
He will leave at the end of July by

“mutual agreement”. His main duties,
responsibility for the VW brand -

accounting for two-thirds of group sales
- will be taken on by Mr Ferdinand
PiSch, chairman.
Only four of the 10 management direc-

tors who were on the board at the Hnw>

of Mr PiBch’s appointment are still In
their former positions, but Mr Goeudev-
ert will continue as a consultant
Once favourite to become group chair-

man, he lost to Mr Pigch in last
autumn’s selection, when the scale of
the group's crisis was becoming clear.

Since then he has increasingly
appeared the odd man out especially

following the arrival in March of Mr
Jose Ignacio Lopez de Arriortua as
group production and procurement
director.

This further eroded his operational

role, leaving him basically in charge of

marketing the VW marque, while Mr
Lopez was adopted as the chairman's

closest confidant

Mr Goeudevert's intellectual approach
set him further apart from the engineer-

ing duo committed to rescuing Ger-

many’s biggest volume car manufac-
turer.

He was also tainted by Mr Piech's

accusation that the former group board
had failed to do Its “homework" during

the eight prosperous years, before VW

was overtaken by recession in the sec-

ond half of 1992.

After a DM1.25bn (S737m) loss in the

first quarter of this year, the group is

heading rapidly back into the black,

according to Mr PiSch.

While markets languish in recession,

most of the progress in cutting losses is

being made through large-scale labour
cuts and pressure on components suppli-

ers for rapid cuts in parts prices.

Mr Lopez, who was brought in from
General Motors to cut VW's procure-

ment and manufacturing costs, was

accused at the weekend of driving Gies-

serei Mittelmann, a metalworking com-
pany, into bankruptcy.

“We are Lopez’s first victim.’' a lawyer

acting for the company said. A Mittel-

mann official said that having already

agreed to reduce prices by 7 per cent, he
received last month a demand for fur-

ther cuts from the start of 1994. A VW
manager reportedly told him that unless

he agreed to reductions of 28 per cent on
products accounting for a third of Mittel-

mann 's sales, the contract would go to

Spain.

Peter Montagnon writes on legal and illegal company communications to analysts
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Today's tangles over trade tariffs and central banks
may be the subject of amusement and bemuse-
ment by the mldrfle of next century, says Michael
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r Tony Butterworth,
chief executive of Lon-
don International

Group, barely smiles when asked
about the reprimand his com-
pany received from the stock
exchange in April. The company,
best known for its 35 per cent
share of the world branded con-
dom market, agreed with the
exchange that neither would
comment further on the revela-

tions that LIG had selectively
briefed 13 analysts anil four insti-

tutions about its falling profits.

According to Mr Butterworth,
there is nothing more to be said.

The City investment commu-
nity, however, thinks otherwise.

It has begun an anxious debate

about how companies should
communicate with the outside
world. In the background is a
sense that private briefings of

analysts and investors have been
getting out of hand. Companies
naturally want to prepare the
ground for news about a change
in their fortunes. The LIG affair

shows this becomes too much of
a good thing when it leads to

some investors receiving
favoured treatment
The situation is made more dif-

ficult by institutional pressure on
companies to be more forthcom-

ing. LIG maintains it was singled

out for something that others
also do. One risk is that those

with something to hide now have
an excuse to dam up. The price

of continued openness may be a
proliferation of official state-

ments, deluging investors with
trivial information.

A further complication is the

insider trading legislation cur-

rently before parliament. The
draconian approach of the origi-

nal draft has been softened, but
companies and brokers remain
worried about whether they can
safely continue the informal
briefings on which they have
relied for years.

The conviction earlier this year
of a Scottish analyst, Mr Thorold

Mackie, for Insider dealing
strikes fear into many stockbro-

kers. Some two weeks before

Shanks & McEwan, the waste
management company, issued a
profit warning last September.

Mr Mackie met its chairman.

Private briefings

come under
the public eye
While the market as a whole was
still in the dark, he advised his

clients to sell the shares.

The case shows how blurred,

even under the existing rules, the
distinction is between legality

and illegality in the way the

information flows. Analysts
rightly say they need regular
contact with companies if they
are to make sensible judgments.
The obvious solution is to

ensure that price-sensitive infor-

mation is communicated to the
market through a formal an-
nouncement But it is not easy to

know in advance what material

is price sensitive or how the mar-
ket will react to the simple news
that a briefing has taken place.

Within two days of a briefing

last month for eight analysts on
the organisation of its UK divi-

sion, Standard Chartered’s share

price rose 6 per cent. The bank
says it gave no financial informa-

tion at the meeting. Some of the

upward pressure on its shares
may have come from brokers not

at the meeting, who simply
thought that positive news must
have been imparted.

The problem is exacerbated if,

as in this case, brokers use innoc-

uous briefings as a peg to publi-

cise adjustments to their fore-

casts that were in train anyway.
Lucas Industries Is trying a dif-

ferent approach. On the morning
after a dinner for analysts at this

year's Paris air show, the com-
pany issued a detailed statement
of what had been said, though
not before its share price had
fallen sharply. Subsequently it

announced in advance that it was
taking analysts to visit one of its

plants and released a statement
while the visit was taking place.

Lucas says it is especially alert

to the stricter climate because of

the bid rumours swirling round it

this year. But some say its

approach smacks of overkfll.

“You cannot put out a statement
every time an analyst rings up,”
says one investor relations pro-

fessional

So what should companies do
to ensure that they maintain an
adequate, digestible flow of infor-

mation to investors, while stay-

ing within the rules? Most expect

the answer will inevitably
involve more formal statements.

The more information is in the
public domain, the more compa-
nies will feel comfortable explain-

ing detail and context to analysts

and institutions.

The stock exchange bas been
reviewing its guidelines, but so

far has found no reason to

change them. Hoare Govett, the

stockbroker, has, however, come
up with some suggestions. It

believes companies should make
more use of regular events such
as annual meetings to talk about
current trading and strategy.

There would then be less risk of

the market's expectation depart-

ing from reality. When it does,

companies should promptly issue

a statement.

R egular corporate
announcements tend,
though, to be bunched

into the earlier part of the finan-

cial year. There is a long gap
between the interim figures and
full-year results. One possibility

would be a routine trading state-

ment toward the end of the year,

when many companies are any-

way briefing analysts.

Last year the Rank Organisa-

tion began briefing groups of ana-

lysts twice a year before going
into closed season on its interim

and final results. It used to call

them in individually, but found
this gave an advantage to the
broker lucky enough to be
invited first. To be extra sure of

fair treatment, it puts out the

main details of its message in a

formal statement.

Some might see this as a step

towards quarterly reporting,

already practised by many com-
panies with a listing in the US.
BAT Industries has even acceler-

ated the reporting of its quarterly

results, which come out soon
after the period has ended. Its

closed season begins before the
quarter is over, which helps
avoid embarrassing requests
from analysts for help with fore-

casts. Also, it creates a regular

opportunity for statements on
matters of interest such as the

US cigarette price war.

This is not, bowever, to every-

one's taste. According to one
large institutional investor the

Introduction of a quarterly
reporting requirement would be

like taking a sledgehammer to

crack a nut. It would be expen-

sive for small companies and
encourage a short-term approach.
There is no evidence that it

makes share prices less volatile.

1C1 reports quarterly, but its

new offshoot Zeneca does not
intend to follow suit. “The issue

is reporting of exceptional devel-

opments,*' says Mr John Mayo,
finance director, “and the way
people are trying to deal with it

is regular reporting. What we
need is for people to loosen up a
bit about exceptional reporting."

That begs the question of how
such statements should be pub-
lished. The formal requirement is

to go through the stock
exchange, but its procedures are

slow and its screen is scanned
only by professional investors.

Perhaps its monopoly should
be removed to promote the
widest possible circulation of
announcements. Mr Terry Ven-
ables came under fire for warn-
ing about Tottenham Hotspur’s
profits during BBC Grandstand's
cup final coverage. It is hard to

be more public than that

GEC and
BAe deny
rumour of

merger
By David White,

Defence Correspondent

BRITAIN'S General Electric

Company and British Aerospace
yesterday dismissed as specula-

tion a weekend press report that

they were holding preliminary
talks that could lead to a merger
of their defence interests.

But neither company ruled out
the long-term possibility of
closer links. They are the UK's
largest defence suppliers with
combined military sales of about
£7bn.(S10.5bn)

The prospect of a merger with
GEC-Marconi is understood not
to have been discussed by the

board of BAe Defence, the com-
pany set up early last year com-
bining the BAe group's military

aircraft, missiles, munitions and
systems and services divisions.

Rumours of GEC plans to

launch a complete or partial

takeover of BAe have surfaced

several times in the past two
years. Active contacts between
the two companies took place in

1991, with Sir Peter Levene, pre-

viously the Ministry of Defence's

procurement cfaief, playing an
important role alongside Lord
Weinstock, GEC managing direc-

tor.

GEC focused on BAe’s Dynam-
ics division, which makes guided

weapons, and on its space activi-

ties. But discussions on the sale

of the space division to Matra
Marconi Space, a joint venture

between GEC-Marconi and Matra
of France, fell through.

The latest report comes while

both companies are negotiating

other defence deals. GEC is nego-

tiating the purchase of Thorn
EMI's defence interests. BAe is

discussing details of a planned
missile merger with Matra, a

venture which could subse-
quently bring in other European
producers.

T he welcome mat is still

out for Latin American
borrowers in the inter-

national bond market. The
funds raised so for this year

already exceed last year’s total,

but will the welcome last?

According to figures from
Peter West of West Merchant
Rank in-London, 59 Latin bor-

rowers raised J6.74bn in the

second quarter, outstripping

the previous record first quar-

ter tally of $3.49bn.

So for this year, new Latin-

bond issues have totalled

$10.2bn, more than 1992’s

entire output of $9-6bn. In an

active half-year in the interna-

tional bond market, they have

accounted for 5 per cent of the

fluids raised.

The first-half total was swol-

len by some big Mexican, pri-

vate sector issues, including

the largest Issue by a Latin

American company - a $lbn

issue for Cemex - and a $750m

bond for Bancomer.
More big issues are on the

cards: the US subsidiary of the

Venezuelan state oil company
Petroleos de Venezuela plans a

Sibn issue in the US public

bond market. Argentina is put-

ting together a $lbn medium-

term note programme of which

the first tranche is expected to

be a $250m bond.

More Chilean issues could

follow the $150m bond for Cehi-

losa Arauco y Constltumon,

which achieved the lowest

yield spread yet over US Trea-

suries of any Latin corporate

bond (210 basis points). These

indude a bond for the republic

at a very aggressive spread,

indirating its investment grade

status.

However, some market

watchers see cause for worry.

At a recent City Forum confer-

ence in London, Mr Gernt-Jan

Tammes, vice-chairman of 1NG
Bank ofthe Netherlands, cited

comparisons between today

and the 1870s when" Latin

American bonds were being

bought by “country clergymen,

widows,' poor professional men
and tradesmen". Default

ensued with “parallels simply

Questions over

Latin American
bond wagon
too striking to ignore" to the

present day.

“Now, as then," be said, “we

have seen a relative deteriorar

tton in the quality of borrowers

accessing markets; less and

less transparency in the

intended uses of funds bor-

rowed in the markets; and

more poorly informed players

in the market on both the sales

and the investor sides."

In the 1920s, too, the interna-

tional capital markets were

accused of, according to

authors Barry Eichengreen

and Richard Portes, “all man-

meant that it was relatively

inexpensive to do so. By con-

trast, the amount of debt in

bond form now outstanding is

significantly larger.

In the first place, a lot of

hank debt has been converted

into bonds under the Brady
debt reduction initiative. Eight

countries - all Latin American
except the Philippines and
Nigeria - have issued Brady
bonds with a face value of

$94bn. According to JP Morgan
Securities, about $81bn of this

is in readily tradeable form.

Furthermore, since 1989 -

Economics Notebook
By Stephen Fidler

ner of excesses". Among other

things, “the issue houses

pushed questionable obliga-

tions on hesitant borrowers

and questionable bonds on oth-

erwise cautious investors" and

"private investors discrimi-

nated inadequately between

good and bad credit risks”.

In feet, every half century or

so has seen another Latin

American debt crisis; the 1320s.

1870s, 1930s and 1980s. Indeed,

the 1980s crisis may have taken

less time to resolve, in the

sense that borrowing countries

have regained access relatively

rapidly to foreign capital.

One reason for this rapid

return to grace is that Latin

governments had the good

sense in the 1980s to bum for-

eign Hanks instead of foreign

bondholders. With only minor

exceptions, they kept bond-

holders happy- The

amounts of outstanding bonds

when Bancomext of Mexico

launched a $loom issue to

reopen international capital

markets for Latin borrowers -

some 250 issuers have

launched more than $25bn of

Eurobonds.

This suggests that the “spe-

cialness" that protected bond

issues during the 1980s is grad-

ually being lost A huge varia-

tion in quality has also been

evident, suggesting that the

market’s default-free reputa-

tion wffi not last for ever.

For example, more Brazilian

borrowers their economy

harefly the jewel in the Latin

American crown - have Issued

bonds than any other country

group. In the second quarter,

24 Brazilian issuers raised

$1.7bn. second only to Mexico's

$3.3bn.

Brazilian banks have been

particularly frequent visitors -

launching standard S50m

bonds with 2 '/ryear maturities.

Much of the money raised goes
straight into the Brazilian

money markets, where infla-

tion-adjusted interest rates are

high.

Many of the buyers of this

Brazilian paper - along with

most of the Eurobond issues

since the market reopened -

have been “retail” investors.

These individuals, many of
them Latin American, have
been looking for better returns

than have been available in

more traditional markets, par-

ticularly the US.

They tend to buy on the
basis of yield, typically seeking
double-digit interest rates. As
the perceived credit quality of

the region has unproved,
thanks to better economic
management, they have Had to

seek riskier credits to preserve

the required yields.

It is for from clear that these

investors will retain their
interest in the market once US
interest rates turn upward. In

an International Monetary
Fund staff paper published this

year, Guillermo Calvo and oth-

ers conclude that “swings in

private capital outflows from
the US play a key role as exter-

nal Impulses that affect the
size of capital inflows into

Latin America".

One possible conclusion is

that once the US market pro-

vides higher returns, some of

these investors will forget

Latin America.

However, there is a counter-

trend for which the Cemex
issue provides evidence. It was
not retail investors who swal-

lowed Slbn of Cemex paper,

but institutions mainly from
tiie US. These investors are
more conscious of credit qual-

ity and not simply chasing
high absolute yields.

Their entry into the market
suggests that higher-quality

borrowers from Latin America
may well have longer-term
access to regular bond market
finance - provided, that is, the

region continues the economic
improvement evident over the

last few years.

Sugar plans

to oust

Crystal at

Spurs egm
By John Mason in London

MR ALAN Sugar, the chair-

man of Tottenham Hotspur, is

planning to call an extraordi-

nary general meeting of the

company in an attempt to oust

Mr Jonathan Crystal from the

board.

Mr Crystal is the only
remaining director who sup-
ports Mr Terry Venables, the

former chief executive sacked
by Mr Sugar, following their

bitter court battle over control

of the football club.

Mr Sugar is expected to
announce within the next two
or three days that an egm will

be held on Jnly 30. This will

be just inside the minimum 21

days* notice required for such

a meeting.

Mr Sugar has stated his

intention to force Mr Venables

out of the company, but has
undertaken not to oust the for-

mer chief executive from the

board until High Court hear*

ings over their dispute are

complete some time this

autumn.
The Sugar camp yesterday

said it would abide by this

undertaking.

The move against Mr Crystal

has been long expected. Dur-

ing the battle between Mr
Sugar and Mr Venables, Mr
Crystal has been a solid cham-

pion of Mr Venables’ cause.

Although individual share-

holders will be invited to the

egm, the meeting is likely to

prove a formality. Mr Sugar

owns 47 per cent of the com-

pany and his long-time ally Mr
Tony Berry a further 5 per

cent.

Neither Mr Crystal nor Mr
Venables was available for

comment.

McDonnell Douglas
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Rover plans

strong North

American drive
By John Griffiths

LAND ROVER North America

has outlined to its 80-strong

dealer network a strategy to

quadruple sales of its UK-built

four-wheel-drive vehicles in the

US.

Plans to lift annual sales to

16,000, from just over 4,000 last

year, depend heavily on the

success of the Land Rover Dis-

covery model, which is to be

launched in North America
early next year. Currently,

dealers are selling only the lux-

ury Range Rover and high

specification versions of the
utility Land Rover Defender.

The company, part of the

British Aerospace-owned Rover
Group, is calling for a substan-

tial structural change in the

dealer network to cope with
the expansion.

Mr David Schworm,
vice-president has told dealers

by letter that Land Rover
wants as many as possible to

drop their practice of selling its

products alongside other lux-

ury vehicle franchises -

known as “dualling” - and set

up large outlets selling exclu-

sively Land Rover's vehicles.

These "Land Rover Centres",

of which the company would
like about 30, would have sales

territories covering many
square miles and would oper-

ate “satellite'' showrooms
under the same ownership.

The concept, aimed at prevent-

ing Land Rover dealers from

having to compete against

each other, has been pioneered

- with considerable success -

in North America by General

Motors’ Saturn subsidiary.

However, Saturn is a volume
franchise. Dealers In other
more up-market makes have
traditionally resisted their

manufacturers’ pressure for

exclusive outlets, arguing that

they do not offer adequate
returns. Such resistance Is

understood to lie at least partly

behind Mazda of Japan's deci-

sion fast year not to proceed

with setting up a separate lux-

ury car sales channel - Amati
- at a time of economic reces-

sion.

The Discovery, which is

expected to sell for some
$30,000 (£20.000) in the US, com-
pared with $40,000 upwards for

the Range Rover, is expected
rapidly to take the lion’s share

of Land Rover's intended 16,000

total annual sales in North
America.

Earlier this month it was
announced that Honda, which
has a 20 per cent shareholding
in Rover, was to sell the Dis-

covery under its own badge in

Japan, where it will be known
as the Honda Crossroad.

The omnipresence of the water regulator
Ofwat’s annual price review will restrict the water companies’ expansion plans, Angus Foster repots ..

.

Sphere Drake seeks $150m
via New York offering

A FTER reporting profits

and dividend increases

in line with expecta-

tions. and well ahead of other

industries, the privatised UK
water companies may feel

aggrieved that their share

prices failed to respond.

Since March the sector has

fallen about 15 per cent, some-
times amid unusual levels of

volatility. The water reporting

season, which with the excep-

tion of Welsh Water ended last

month, also failed to inspire Us
traditional rally.

Unfortunately for sharehold-

ers. the predictability of the

water utilities has been over-

shadowed by a process over

which the companies have less

control - the 1994 periodic

review by regulator, Ofwat
Ofwat took care not to com-

ment on companies' perfor-

mance before the results, but
the regulator's presence could
be felt at all the presentations.

Companies are starting work
on strategic business plans,

which will be submitted to
Ofwat next March and will

form the basis of negotiation

for price rises until the end of

the decade.

Companies were only
quizzed on the initial assump-
tions which lay behind their

plans. Many areas of discus-

sion, such as future environ-

mental standards on urban
waste water and pesticides,

have yet to be decided. Ofwat
is also yet to announce Us
views on complex matters such

as levels of return that compa-

nies, and therefore sharehold-

ers. can expect from invest-

ment This is also known as

the “cost of capital” debate.

While attention will focus on
subjects like the cost of capital,

companies and their regulator

are likely to agree that a sim-

pler benchmark should be
interest cover covenants.

Since the companies were
privatised debt free, their inter-

est cover has remained high

compared to the market For

example, North West Water
still has Interest cover of over

seven times, even though bor-

rowings have mounted as the

company’s investment pro-

gramme gathered pace.

Companies say their banking
covenants require them to

keep interest cover at two
times or greater. They further

argue the need for some degree

of comfort as their capital

expenditure programmes
mount up. For some compa-
nies, this means interest cover
should not fall below four
times.

Ofwat is unlikely to risk

pushing companies too close to
their borrowing limits because
a breached banking facility

would be embarrasing for the
regulator as well as the com-
pany.

But there are a number of

areas for potential disagree-
ment. Companies are not fore-

casting rights issues, which
Ofwat may assume. This would
allow price rises to be kept

Ian Byatt keeping a tight rein on future price increases

lower and would at least delay

the moment companies
reached their minimum inter-

est cover “troughs”.

Also, it is difficult to see why
companies with very different

spending plans say they need
the same “K”, the amount com-
panies can increase prices
above the rate of inflation.

For example, Anglian Water
has one of the highest spend-

ing plans to the end of the
decade, partly because of
spending on beaches. Severn
Trent, which has a much lower
investment profile, and no
beaches, forecast a E of 6 per
cent in its market plan, the

same as Anglian.
According to one analyst, the

E requirements now being dis-

cussed are partly designed as

to“customer conditioning*],

stress to the public that raising

water standards is very expen-

sive. With some companies, the

requests should also be seen as
opening gambits with the regu-

lator.

MsIan Byatt, director

general of Ofwat, has
indicated that he

would be unhappy with real

price rises of more than 2 per
cent in the second half of the
decade, suggesting the compa-
nies are heading for some hard
negotiating.

Aside from the regulatory
questions, results for the com-
panies’ unregulated businesses
continued to disappoint Com-
panies have often argued that

unregulated earnings have suf-

fered from recession and wdl

only become significant after

the periodic review when regu-

lation is likely to be tougher.

As expected, Severn Trents

waste management company,

Biffa, remained loss making

after interest costs. More sur-

prisingly, Northumbrian

Water’s unregulated busi-

nesses also lost money after

interest costs.

Northumbrian had been seen

as enough to generate a

reasonable proportion of prof-

its - perhaps more than a

quarter - outside its core, reg-

ulated business. Last year’s

results, and a setback at Amtec

Europe, a pipeline mainte-

nance company, suggested

Northumbrian is several years

away from its goal.

Thames Water's unregulated

businesses did manage to

record pre-tax profits, but the

total was disappointing. Exclu-

ding inter-company transac-

tions, the unregulated busi-

nesses made profits of £2J2m on

sales of £234.4m. Thames
blamed weak overseas mar-
kets, although one environ-

mental services subsidiary lost

yflm due to poor management
An expected run of enhanced

scrip dividend alternatives

failed to materialise. North
West, the first to announce
profits, did offer an enhanced
scheme and said the money
saved would be used towards

its unregulated business.

But the issue was poorly

received by institutional share-

holders, who complafeed ihe
issue was effectively amte-
rights issue. Several

water companies late admit-

ted they had looked at ti&tog
enhanced .scrips but. Slagged

their minds after ieanfi^of

the reaction to North West.

Another amtf&ai"
was infrastructure

the annual charge;

cover spending on L

_i

ance of undergroi^d.- s^ets

like pipework. . i;-.-

Northumbrian indicated.^

advance that' its ratals
charge was being towered to

reflect over-provisioning, ip

prior years. Severn Trept, how-

ever, announced a change of

policy with its results,, hoping

to boost profits by ElSte"

:

The company was -criticised

for its move, winch «as<ree&

by analysts as a form ©f prafits

massage. But it also rated the.

question of the accounting

treatment of renewals, which
Ofwat is reviewing ahead .of

the periodic review. :

The confusion was lngti-.

lighted by figures from" Mr
Robert MlQer-BakeweQ at. Nat-

West Securities. These stew
Yorkshire Water's infrastruc-

ture renewals charge last year

represented nearly 15-per cent

of its utility revenues, while

Southern Water’s charge was
only 5 per cent. Although some
of the difference can be.

explained by relative ages of

the assets, it also shows that

valuing underground, pipework

remains an inexact science.
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Court Cavendish twice subscribed
CROSS BORDER M&A DEALS

By Peter Pearse

By Richard Lapper

SPHERE DRAKE. the
insurance and reinsurance
company, is to raise more than
S150tn (£100m) through an ini-

tial public offering in New
York, channelling most of the
cash into its London market
and Bermudian insurance sub-

sidiaries.

The move reflects increasing

confidence among investors in

the commercial insurance and
reinsurance markets where
rates have risen sharply in

recent months. Sphere Drake,
whose majority shareholders
include Electra Investment

Trust, Dai Tokyo Fire and
Marine, and Center Capital

Investors, is a leader in the
London reinsurance market.
Net assets of the group’s Lon-
don-based insurance company
currently amount to £75m. Net
premium income amounted to

£200m in 1992.

The IPO offer will be under-

written by a group of under-
writers for whom Smith Bar-
ney. Harris Upham. Lazard
Freres and Salomon Brothers

are acting as representatives.

The IPO is scheduled for the
middle of September, although
no decision on timing has been
made.

THE OFFER of 7.09m ordinary

shares in Court Cavendish
Group - part of the placing

and open offer of some 20.2m
shares which closed on Friday
- was subscribed 22. times.

The 5p shares were priced at

22Sp, valuing the nursing
homes group at £51m.
Some 13.2m shares were

placed firm, with the 7.09m bal-

ance being conditionally placed

subject to clawback.
Existing shareholders sold

2.56m shares, and 17.7m new
shares have been Issued.

The details of the share allo-

cation will be announced
today, though it is thought
that small applications will be
allotted in full Large applica-

tions, howver. are likely to be
allotted 10 per cent of the num-
ber applied for. Dealings are

expected to begin on July 13.

Celsis share offer meets strong demand
By Richard Gourlay

The public offer of shares in

Celsis International, the maker
of diagnostic equipment
designed to replace and
improve on the laboratory agar

plate for detection of microbes,
was nearly four times sub-
scribed.

Panmure Gordon said there
had been applications totalling

27m shares for the 7m shares
on offer at lOOp.

Panmure Gordon will
announce the basis of scaling

down today.

On June 29. Panmure Gor-
don said its placing of 15m
shares with institutions was
comfortably oversubscribed.

BIDDER/INVESTOR TARGET SECTOR VALUE COMMENT v .

Hanson (UK/US) Quantum Chemical Corp

(US)

Industrial

chemicals

£2.13bn Back on

takeover trad

BAT(UKyAmarfcon Brands
(US}

Brands Swap Tobacco £135m Pan-European

marketing move

Pacific Tatasis (US} NorcficTel Holding

(Sweden)

Telecoms £102m Stake boosts
.

European presence

Pacific Dunlop
(AustraBa)

Unit of East Asiatic

(Denmark)

Food ElOOm Buying Ptumroee

operations

Artemis (Fiance) Chateau Latour

(France)

Wine production £80m UK’s Allied

Lyons disposes

Hahtamaki (Finland) Unit of Procordia

(Sweden)

Confectionery £77m .Part of broader
.

collaboration

Hays (UK) Mordhurst (Germany) Distribution £32m Furthering pan-

European ambitions

Golden Vale (Ireland) Vank Food (Netherlands) Food £27m * Price Indudes

debt assumed

SchoO (UK) Septlvon (France) Healthcare £14.5)0 EB-Sanofi

braid disposal

Minorco (Luxembourg) Pikes Peak Mining (US) Metals Mining . £14m FCT2 Nerco disposal
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Class AI S 137.900,000

(previously S83.000.000)

Class A3 $124,600,000

(previously S75.000.000)

Class BS19, 100,000

(previously S 12^00,000)

Mortgage backed floating

rate notes due 2035

For the interest period l July .

1993 to I October 1993 the
Class A ' Notes mill bear
interest as follows.-

ClassA l at63125"* perannum .

ClassA2 at 6.5625:‘i,perannum
Amount payable on l October
1993 will be as follows:

Oass AI 51.417.67perSS9. IQO
note
Oass .A3 S 1,654. II per5 100.000
note.

The Class 'B' notes will bear
interest from I Julv 1993 to '

/ October 199.1 utR IR75:i.

perannum. Interest due and
payable on S October 1993 will
amount to 52,063. 70 per
S 100.000 note.

Agent: Morgan Guaranty
Trust Company

JPMorgan
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S 120,000,000 Class C-I

S 14.200.000 Class C-2

Mortgage backed floating

rate notes October 2023
For the interest period / July
1993 to I October 1993 the
Class C-l notes will bear
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annum. Interest payable on
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5230.409.59 perS1 4.200.000
Principal Amount.

Agent: Morgan Guaranty
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Securities units are set up
by three Japanese hanks

COMPANIES AND FINANCE

By Robert Thomson h Tokyo

THREE LEADING Japanese
banks, the Industrial Bank of

iSP'J" ^“E-Term Credit
Bank of Japan and Norinchu-
km, the agriculture bank, have
Stt up securities subsidiaries,
allowed as part of ongoing
financial deregulation.
The ministry of finance has

pven banks a greater role in
bond markets, while existing
securities houses will be
plowed to establish trust
banking subsidiaries and be
-Siven more freedom in foreign
exchange dealings.

capitalised
at Y25bu ($232mj and will have
fnjuitial staff of 138. while
"TCB Securities is capitalised
at Y2Qbn and will have a staff
of 85. Norinchuldn Securities
«as a capital of Yisbn and 42
employees.
The banks had prepared sev-

eral months ago for the estab-
lishment of the securities sub-
sidiaries, but were awaiting
approval from the finance min-
istry, which still has great
influence over the entry of
companies into new markets.
The ministry is expected to

review deregulation early next

year and consider giving per-
mission to a broader range of
banks to open subsidiaries.
The ministry has also indi-
cated that, after two or three
years, banks may be allowed to
deal in stocks, although that is

opposed by brokers.
The new securities subsid-

iaries are expected to begin
trading later this month, and
are likely to concentrate on
winning new business in the
underwriting of straight bonds,
increasingly popular among
Japanese companies seeking to

diversify their sources of
funds.

Taiwanese expand in Hong Kong
By Dennis Engbarth in Taipei

HUA NAN Commercial Rank
of Taiwan is to upgrade its
operations in Hong Kong to
provide financial services to
Taiwanese companies operat-
ing In China from Hong Kong.
Mr H. T. Chien, deputy gen-

eral manager at the bank’s
Taipei headquarters, said that
Hua Nan’s application to
strengthen its presence was
approved by Hong Kong's
Executive Council last week.
Hua Nan, which Is one of

Taiwan's leading state-run
batiks, opened a representative
office in Hong Kong in 1988
and submitted an application
to upgrade to a branch in April
1993, after receiving permission
from Taiwan's ministry of
finance.

Three state-run banks have

applied to upgrade representa-
tive offices into branches,
including the Bank of Taiwan,
the Chang Hwa Commercial
Bank Ltd and the First Com-
mercial Bank.
Hua Nan said the new

branch would primarily pro-
vide trade finance to Taiwan
companies with offices in Hang
Kong.
More than 10,000 Taiwan

companies are estimated to
have investments in China.
Most use overseas Chinese-run
banks or foreign banks in
Hong Kong for' financial ser-

vices in the triangular trade
between Taiwan, Hong Kong
and China.
The bank will also assist

such companies secure work-
ing capita] for freight fees, pro-

viding letters of credit, foreign
exchange transactions and

deposit services.

The bank’s ability to provide
such services will be boosted
by new rules, effective from
May, allowing overseas
branches of Taiwan banks to
have business ties with over-

seas branches of mainland-
based banks.
“We should be able to attract

many of the Taiwan firms as
they are our customers here,”
the bank said. “We are optimis-

tic that we can operate the
Hong Kong branch profitably
from the very beginning."
The branch will open in the

Central Plaza Building in Wan-
chai by end-September.
manned by seven staff mem-
bers from Taiwan and some
locally-hired employees. Its

manager will be the current
head of the representative
office, Mr T. C. Wu.

Damon accepts Corning offer
DAMON Corporation, a US
medical testing laboratory
which received an unsolicited

bid from Coming last week,
has agreed to the $370m offer,

writes Martin Dickson in New
York.

Its acceptance followed a
statement from National
Health Laboratories, which
had previously made an agreed
$258m bid for Damon, that it

would not increase its offer.

BERLINER Bank said that

its group operating profit in

the first five months of 1993

rose by 46 per cent to DM255m
($150Am) and parent bank
operating profit climbed 38 per

cent to DM221m, Reuter
reports from Berlin. The year-

earlier comparison figures are

based on five-twelfths of 1992

results.

Mr Wolfgang Steinriede,

managing board chairman,
said group operating profit in

1992 was DM420m and parent

company operating profit was
DM383m. Interest income for

the first five months rose to

DM409m from DM343Am and
commission income climbed to

DM95m from DM83.7m. Admin-
istration costs rose to DM293m
from DM277.6m.

TANDEM Computers* third-

quarter results will be below

plan as well as below analysts’

NEWS DIGEST

estimates, and will reveal an
operating loss for the period.

Renter reports from Cuper-
tino. The company also said it

would announce details of a
restructuring designed to
reduce costs when it releases

quarterly results on July 28.

Tandem attributed its disap-

pointing third-quarter results

in part to a slowdown in orders

due to customers waiting for a
major product announcement
from the company in the next
few weeks.
“With this new product

announcement. Tandem will

become the price performance
leader in high availability

online transaction processing

systems and servers,” the com-

pany said.

BANKAMERICA Corp’s
Bank of America subsidiary is

forming an organisation, based

on wholesale and retail bank-

ing divisions, to serve its

Asia markets more effectively.

Reuter reports from San Fran-

cisco.

The organisation will include

an Asian wholesale banking
division and an Asian retail

banking division, both based in

Hong Kong.
Mr James Hulihan, chief

executive officer of Bank of

America (Asia), will head the

retail division, and Mr Kai Nar-
golwala, senior credit officer

with the Asfo division, will

lead the wholesale division.

GREAT NORDIC Holding,
which administers its share-
holding in the telecommunica-
tions and electro-technical

manufacturing group GN
Great Nordic, reported a
decline in net profits from
DKr23£m (53.64m ) to DKr&9m
in the year to June 30. writes

Hilary Barnes in Copenhagen.
An unchanged dividend of

DKrl2 per share (12 per cent)

will be paid.

GN Great Nordic's operating

profit increased from DKr96m
to DKrllSm but after extraordi-

nary items, covering restruct-

uring costs and writedowns,
profits fell from DKr93m to

DKr33m.
The holding company said

GN Great Nordic’s operating
profit would improve in the
current year as income from
administration of new telecom-

munications cables came in.

The cables include the opti-

cal fibre cable link between
Copenhagen and St Petersburg,

with a microwave link to

Moscow, which came into oper-

ation in April and has brought
a significant improvement in

telecommunications between
Russia and western Europe.

GE to top

forecasts

in second

quarter
By Martin Dickson
in New York

GENERAL ELECTRIC, the US
industrial and services com-
pany, bas announced that sec-

ond-quarter earnings are
likely to be higher than ana-

lysts’ expectations, and has
nnvelied a non-cash, after-tax

$862m first-quarter charge for

a change in accounting meth-
ods.

It expects to announce
record second-quarter earn-
ings per share later month
- higher than the $1.53 aver-
age of analysts’ expectations.

The company will restate its

first-quarter figures to include
a charge of 3862m because of
its adoption of Financial
Accounting Standards State-

ment 112, which most be
adopted by all OS companies
by 1994.

GE is one of the first leading
companies to adopt the stan-

dard, which requires compa-
nies to account for the cost of
certain post-employment bene-
fits, such as redundancy pay-
ments, over the working lives

of employees rather than when
the payments are made. The
standard does not cover post
retirement pension, medical
and life insurance benefits.

Credit Lyonnais
takes firmer

hold in Milan
By Haig Sfmonian in Mian

CREDIT LYONNAIS, the big
French trowi*, has strengthened

its position in Italy by reinfor-

cing its hold on Banca Lom-
bards, a small 23-branch
lifibwpgp Hank.

Credit Lyonnais, which
already owns 30 per cent of

the hank, is buying 49 per cent

of Geinvest, a holding com-
pany which owns 2&2 per cent
of the holding company con-

trolling Banca Lombarda.
The latest acquisition may

represent a further step In a
strategy to develop the Credit

Lyonnais presence in Italy.

The French bank is already
one of the biggest foreign play-

ers, in Italian retail banking
because of its controlling
stake in Credito Bergamasco, a
big Bergamo-based regional
bank, in which it now owns 58
per cent of the shares.

Although Credito Berga-
masco, which is highly profit-

able, has been expanding rap-

idly in northern Italy, it

remains poorly represented in
the Milan area - where Banca
Lombarda Is strongest

A spokesman for Credit
Lyonnais, which has not
revealed the price of its latest

purchase, declined to comment
on whether it aimed to gain
full control of Banca Lom-
barda eventually.

Banca Lombarda. which is

controlled by a group of long-

established Milanese families,

had a loan book of L654bn
($424m) last year.
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RWE maintains earnings

and dividend payout
By Christopher Partes

in Frankfurt

RWE, the German energy-
based conglomerate, expects to

pay an unchanged DM12 per

share dividend this year after

bolding annual profits at
DM877m (8516m), around the
same level as In 1991-92.

The group, which forecast an
unchanged result last autumn,
said it also expected “stable
developments” in turnover for

the current year to June 1994.

Sales in the year under
review rose by just 12 per cent

to DM52.4bn, including
DM19bn from energy and
DM21bn from oil and chemi-

cals. the company said at the

weekend.
Improved profits from

energy, construction, mining
and raw materials combined to

offset declines, especially in

the printing machinery and oil

and chemicals divisions.

RWE. based In Essen, North
Rhine-Westphalia, enjoys a

strong position as a monopoly
power supplier in some of the

most heavily industrialised

regions of Germany.
While pursuing an aggres-

sive global diversification pro-

gramme, the company is still

basically an energy group. It is

strongly represented in the

eastern German mining and
energy sectors, and recently

announced a plan to take a 4 to

5 per cent stake in Endesa,
Spain’s state-controlled elec-

tricity concern.

Lufthansa remains in the red
LUFTHANSA, the German
airline, had an operating loss

of DM482m ($284m) in the first

five months of 1993 despite an
8 per cent cut in staff costs

compared with the same 1992

period, Reuter reports from
Frankfurt.
A Lufthansa spokesman gave

no comparative figure, but said

the loss in the January-May
period of 1992 had been consid-
erably higher. He said the car-

rier had saved about DM231m
on staff costs in the past 12

months. But average earnings
per passenger in the period
had fallen by 11 per cent to

DM336.
Lufthansa continues to

believe that it will be able to

halve its 1992 operating loss in

1993. It expects 1994 to be a
profitable year if the global
economy recovers and a spiral

of declining prices ends.

The airline had a 1992 group
loss of DM39lm against a 1991

loss of DM426m. In the 1998

first quarter it reported a par-

ent company loss of DM245m
compared with a DM386m loss

in the same period of 1992.

In the first five months of

1993 group costs foil by 5 per
cent, or DM336m. from the

same 1992 period, while group
income fell by only 1 per cant
or DM7Ha.

First-half

turnround

at Austria’s

Girocredit
By Eric Fray in Vienna

GIROCREDIT. Austria’s

third-largest bank, reported a

68 per cent rise in bank oper-

ating income to Sch895m
($75m) for the first half of

1993. marking a turnround

from the sharp profit decline

of 1992.

Mr Hans Haumer, chairman,

said he expected the bank to

achieve operating earnings of

about Schi.7bn for the full

year, up 30 per cent
Be said the improvement

was due to a larger interest

margin following the dedine
in European interest rates and
strong gains in fee and trading

income. After heavy losses on
foreign lending in the previous

years, the bank has boosted

domestic loan activities while

reducing its international
exposure, Mr Haumer said.

Balance sheet assets climbed

a moderate 2 per cent to

Sch329bn in the first half and
are expected to increase by 3

to 4 per cent for the full year.

faflNDGOLD
Gold mining companies' reports for

the quarter ended 30 June 1993

Blyvooruitzicht Gold Mining
Company, Limited
tfegnnauxiNo 054»743r06

ISSUED CAPITAL: R6 000 DOQ IN 24 000000 ORDINARY SHARES

East Rand Proprietary Mines,
Limited
Retpsoanon No 0lr00773r06

ISSUED CAPITAL: R1(3303 183 IN 16 G32 000 ORDINARY SHARES
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UK GILTS

Strong pound revives interest rate hopes
THE BETTING in the gilt

market that the UK govern-

ment will cut interest rates in

the foreseeable future strength-

ened on the back of monetary

easing in Germany anda stron-

ger pound
GUt prices recorded another

healthy rise over the week,

with the gains especially

marked at the short end of the

yield curve.

Even though Mr Kenneth
Clarke, the chancellor of the

exchequer, has ruled out cut-

ting interest rates in the short

term, few people In the gilt

market expect him to keep to

his word should the next spate

of UK economic data indicate

that signs of recovery are

weakening.

While today's announcement
of the latest figures for

consumer credit will provide

some signs of underlying
demand in the economy, most
of the action on gilts trading

will probably be postponed

until next week, when the new
data include figures for last

month's inflation and unem-
ployment
Over the week, 10-year gilts

saw a fall in yields of about 7

basis points, for a yield

reduction of a healthy 45 basis

points in the past month.
On Friday night, the 8 per

cent Treasury bond maturing

in 2003 was quoted at 102%, up
about half a point ou the week,

with its yield registering 7.6

per cent
The gilt market shrugged off'

the relative lack of success of a

£3.25bn auction of 10-yeax

bonds, the biggest ever, which
attracted generally poor sup-

port from overseas investors.

The cover - the ratio of offers

to accepted bids - was only 1.1.

This means that with only
slightly less bidding not all the

issue would have been sold.

However, a rally in the mar-

ket later prompted the Bank of

England to issue £800m of 15-

UKgUttyleid

Restated at par (96)

8.5

Jun25, 1993

0 S years

Source Waraurg 3ecuM*a

year bonds which attracted

some buying interest on Thurs-

day and Friday. The Bank is

also issuing today 5300m of

index-linked bonds, in the form
of £150m of M per cent stock

due 2009 and the same amount
of 2.5 per cent bonds maturing
in 2024.

Hie Bank is well advanced

with its fund-raising. In the

first three months of the year

it has borrowed roughly EZObn,

two-thirds through auctions

and the rest through taps and

other gilt sales. This leaves it

in a reasonably good position

to borrow the money it needs

to fund the expected £50bn def-

icit for 1993-94.

Many in the market take the

view that investors, both in the

UK and abroad, are well poised

to buy this level of gilts,

assuming that little happens to

upset notions that inflation is

under control

Last week's announcement
that pay rises in manufactur-
ing in the three months to the

end of April averaged just 2.1

per cent, the lowest figure

since the Confederation of Brit-

ish Industry started recording

these numbers in 1977, further

underlined theories that infla-

tion pressures are subdued tor

the time being.

Sterling's strength has

DANISH BONDS

Yield gap with Germany narrows
DANISH government bonds
have performed well this year,

with the effective yield coming
down from about 9 per cent in

December to 6.83 per cent at

the end of last week on the

10-year government bench-
mark bond.

Investors have benefited not

only from a general fall in

interest rates this year, but
also from a narrowing of the

yield spread between Danish
and German bonds, which at

times in the second half of last

year was as much as 2 percent-

age points, but Is now down to

about 21 basis points.

The yield spread widened
when the voters rejected the

Maastricht treaty in the refer-

endum last summer and has

narrowed now that the elector-

ate, in the May IS referendum
this year, has finally approved
the treaty.

The fall in yields and rise in

prices, combined with a rising

need for government debt
finance, sent turnover in the

first half-year to a record. The
current benchmark bond car-

ries a coupon of 8 per cent, but
its place will probably be taken
by the 7 per cent bond matur-

ing in 2004, which was
launched earlier this year, as

turnover in this series grows.

On Thursday last week, the
first government issue carry-

ing a 6 per cent coupon was
issued - Treasury notes matur-
ing in 1996. A total of DKrUbn
of paper was sold within an
hour of opening, although the

pricing, 99.75, giving an effec-

tive yield of 6.08 per cent, was
considered ambitious.

The market is already pre-

paring tor a 10-year issue car-

rying the 6 per cent coupon.

The Guarantee Institute for

Futures and Options is hesitat-

ing between introducing a
futures contract on the 7 per

cent bond or waiting a while

before launching one on the
expected 6 per cent (or even
lower) paper instead.

There is, meanwhile, an
interesting situation in the
mortgage bond market Mort-
gage braids carry higher yields

than government bonds and
there are big, liquid series, but

the bonds have some charac-

teristics which tend to put off

international investors.

The big series are in annuity
loans, not bullets, and are call-

able (ie, redeemable at par
before maturity). The major
development over the next few
months and into next year will

be that householders are able

to convert from bonds carrying

coupons of 9 to 12 per cent into

new series with a coupon 6 per
cent The first 20 and 30-year

issues with 6 per cent coupons
were launched last week. The
30-year bonds were priced at

95.00, giving an effective yield

of 6.7 per cent
The mortgage institutes and

large institutional investors

expect that bonds worth some
DKr300bn will be converted.

The interesting point of the

exercise for international
investors is that the bond-issu-

ing mortgage credit institutes

will take the opportunity to
launch some very large series.

and although issued by the dif-

ferent institutes they will have
identical characteristics, which
will allow them to be traded as
one large series.

There is an interesting
macroeconomic aspect to the

conversion boom as well. As
the governor of the National-

bank, Mr Erik Hoffmeyer, has
said, it will have an unprece-

dented wealth effect for house-

holders. Conversion means
that the cost of annual mort-

gage servicing will fall It also

means that the typical mort-
gage level will toll from the

chimney to the gutter, opening
up an opportunity tor addi-
tional borrowing.

It so happens that this effect

will coincide with a rise in

demand in 1994 and 1995 as the

result of a reform of the
income tax system, a reform
which in these two years will

not be fully financed.

At the same time, there is a
big programme of public sector

infra-structure investments.
The tax reform and public
investment programme wilt

pump around DKrl2bn to
DKrl5bn, equal to 1.2 to 1.5 per
cent of GDP, into the economy
in 1994. The bond conversion
boom could add another half

per cent of GDP to this effect

What nobody professes to

know, however, is whether
consumers will spend the extra

money or take the opportunity

further to reduce their debts/

increase savings.

helped the gilt market to Show
its recent healthy tone. On Fri-

day, the pound's value as mea-

sured by the Bank's trade-

weight index edged up to 81.4 -

close to the high for the year of

81.6 registered two months ago
- with a generally good show-

ing against both the D-Mark

and the dollar. Even though it

closed slightly down on Friday

night against the D-Mark at

2^575. this was only % pfennig

below its highest level for the

year against the currency.

While few figures last week
gave any concrete indications

of the speed of any recovery,

most of the anecdotal evidence

gave the impression of eco-

nomic weakness. In particular,

a record number of businesses
collapsed in England, Wales
and Scotland in the second
quarter, illustrating specifi-

cally the fragile state of many
small companies.
Although figures for com-

pany failures are generally

thought of as giving few
insights into future economic
trends, it may not require
many more pieces of poor eco-

nomic news before Mr Clarke
starts to think seriously about
bringing down base rates from
6 per cent for the first cut since

January. The cut in German
interest rates last week - the

discount rate came down %
percentage point to 6.75 per
cent and the Lombard rate fell

% point to 825 per cent - may
create a better backcloth for

such a move.

Peter Marsh

US MONEY AND CREDIT

Prices increase as

on inflation subside

i

ALL last week, the US bond
market clung to its newfound

conviction that inflation is no
longer an nTmwtiatp threat to

the economy, and that the

forthcoming price data will

bear the helpful imprint of the

cigarette wars.

So bond prices rose, and the

yield on the benchmark 30-year

Treasury issue tumbled to its

lowest level since the authori-

ties began issuing this type of

paper on a regular basis 16

years ago.

In fact, several new
“records" were set dining the

week. The long bond's yield

dipped to a “record" low of 6.67

per cent on Monday evening,

having stood at 6.7 per cent at

the end of the previous week.

By Friday night, it had fallen

further still, entering the July
4 holiday weekend at 6.66 per

cent.

Bolstering this cavalier
approach to the nation's eco-

nomic fortunes was a series of
statistics which indicated that

the manufacturing sector
remains at low ebb.

On Thursday, for example,
the National Association of

Purchasing Management
reported that its index fell to

4&3 per cent in June, compared
with 51.1 per cent in May. Any
reading below the 50 per cent
mark stiggashi that manufac-
turing activity in the economy
is contracting.

But the most significant

announcement came on Fri-

day, when the Labor Depart-

ment reported that non-farm

payroll employment rose by

just 13,000 in June.

The nation's unemployment

rate, meanwhile, edged back

up to 7 per cent last month,

with some 53.000 manufactur-

ing jobs being eliminated.

The figures were signifi-

cantly below the market's for-

mal estimates - most pundits

had pitched their predictions

for the non-farm payroll

employment increase at

between 100.000 and 130,000.

That said, a suspicion that the

data would be weak had grown

during the latter half of the

week.

As a result, bond price move-

ments were relatively muted in

the wake of the news. The
most noticeable immediate
effect was a steepening of the

yield curve, with the short-

dated end of the market rising

in response to the data, and
the long-dated end lagging,

still hampered by nervousness

over rising gold and commod-
ity prices.

By mid-morning on Friday,

analysts said that the yield

spread between two-year notes

and the 30-year long bond had
widened to around 274 basis

points.

However, by the time that

business had trickled away tor

the long Independence Day
weekend, both ends of the mar-

ket were at least showing price

gains and the long brad yield

- although not at Its
,
Rawest

level for the week - wasonly a
smidgeon away. V :

Analysts are virtuallyu&nt
molts in concluding ; that die

latest run of economic' data
means that Federal' Reserve

officials will leave interest

rates untouched whra the poli-

cy-setting Federal OpenMarket
Committee meets later this

week.
The bond market, however,

will have little additional infor-

mation to guide its path next

week.
The only significant set of

statistics due to be released

during the shortened four-day

week Is the May consumer
instalment credit numbers,

which will be published on
Wednesday.
Instead, bond traders :are

likely to focus their attention

on the following week's infla-

tion numbers, with the June
producer price index due to be

unveiled on July 13, and the

consumer price numbers to be

released on July 14.

Already, analysts are
predicting that lower food

prices, the drop in the

cost of tobacco products, and

softer energy quotes should
pare back the PPI and leave

the CPI unchanged during the

month. - • •
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Financial Times Annual Report Service
Last week the Financial Times published its annual report service,

which is free of charge to readers of the Financial Times.

If you missed the feature, here is your chance to request those annual reports. Simply tick the

boxes for the reports you require, complete the coupon and post this advertisement to us.

Please send me these Annual Reports: Tick boxes

1. O The British Petroleum Co. pic 39. GSI 77. Sandoz

2. PoIyGram N.V. 40. O SCA 78. TELEKURS AG, Zurich

3. O Houston Industries 4L France Telecom Cogecom 79. D Euroc Group
4. Electrowatt Ltd. 4Z O Side! 80. G Aurora Electronics, Inc.

5. O Teva Pharmaceutical Ltd. 43. o Groupe Paribas 81. Rabobank

6. O Continental Corporation 44. Caisse des D6pdts Group 82. Lippobank

7. Reebok International Ltd. 45. o Lectra Systemes 83. The Wharf (Holdings) Limited

8. Asea Brown Boveri Group 46. Roussel Udaf 84. G British Gas pic

9. Industrivarden 47. Compagnie Bancaire 85. Oba-Gcigy limited

10. Conwest Exploration 48. G ElfAquitaine 86. First Western Corporation

11- Norsk Hydro 49. O Eridania B6ghin-Say 87. P.T. Kabelmetal Indonesia

12. Fortis/AG Group/N.V. AMEV 50. o Lafarge Copp6e 88. G Bank Intentional Indonesia

13. Forest Oil Corporation 5L Cap Gemini Sogeti 89. O Ayala Land, Inc.

14. Avesta Sheffield 52. Essilor 90. G FT Indorama Synthetics

15. Knight-Ridder, Inc. 53. a Cogema 91. G PT Inti Indorayon Utama
16. G Intrum Justitia 54. CamandMetalbox 92. G Statoil

17. BICC 55. Havas 93. G VICORP Restaurants, Inc.

18. O The Carlsberg Group 56. a UAP 94.0 GEAAG
19. G BMW 57. Poliet Group 95. ElfSanofi

20. Southwestern Beii Corporation 58. a Credit Local de France 96. G Roche
21. Televerket 59. CFR Group 97. VAW aluminium AG
22. Corel Corporation 60. a Idia 98. Telephone and Data Systems, Inc.

23. O VEBA 61. a Saint Louis 99. TabacaJera. S-A.

24. G Saga Petroleum a.5. 62. a Credit National Group 100.0 PLM
25. G Transamerica Corporation 63. SEMA GROUP 101. The Nordico Group
26. Incentive 64. a FSA Peugeot Citroen 102. TVX Gold Inc.

27. G Freeport McMoRan Inc. 65. o The Solvay Group 103. G Control Data Systems, Inc.

28. G Banco Comercial PortuguSs 66. o Pearson 104.0 PANALPINALtd.
29. G Frankfurter HypothekenbankAG 67. o Chargeuns 105. O AKER
30. Inco Ltd. 68. o AEGON 106.0 SHV
31. O Kvaaraer 69. BSN 107. O Mobile Telecom. Tech- Corp.
32. G Atlantic Gulf Communities Corp. 70. Credit Lyonnais 108.0 BCE Inc.

33. O BFCE 71. a CS Holdings 109. Rieter Holdings Ltd.

34. G Ciraent Framjais 72. Credit Suisse 110. HYPO BANK
35. OGF/PFG 73. S9t1.oa 111.0 Canadian Occidental Pet. Ltd.
36. G Lyonliaise des Eaux-Duroez 74. o Bayerische Vejeinsbank 112. TI Group
37. CEPME 75. Federal Mogul
38. Credit Fonder de France 76. Canal*

Please indicate whether these reports are for business or personal use:

For business use For personal use Both

Which one of these best describes yourjob title or position?

O Chairman/President Chief Executive/Managing Director O DirectorA^ice-President

Fimd/Investment Manager Head of Department 0 Others

Please attach your business card or write your name and address in this space, PLEASE USE BLOCK CAPITALS.

Please tick here ifyou do not wish to receive further mailings from the Financial Times0
Mail to: FTAnnual Report Service, Dept 8000, PO Box 384, Sutton, Surrey, SMI 4XE» United Kingdom

to reach us no later than 30 September, 1993.
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international bonds

Investors
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^r“n‘?omhs - the Urawas pulled out of the European
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^^ to this
' to almost dally revfr

lations of corruption among politi-
cians led to considerable political
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Italys financial markets
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’ second Danish vote
on toe Maastricht treaty helped to
put toe convergence argument backon track. As the Bundesbank bowed
to pressure last week and lowered

INTERNATIONAL CAPITAL MARKETS

snap-up double-digit Eurolira coupons
its key interest rates, it prompted a
wave of interest rate cuts acrossmuch of Europe as well as raising
hopes that other countries - includ-

' mg Italy - would follow suit
Investor interest in toe Eurolira

sector has been prompted by twomam factors - the high yield and
toe current relative stability of the
lira- “Investors buy this market
because this is the highest coupon
currency in Europe," says Mr Nic-
colo Nuti, head of capital markets
at Credits Italiano in Miia^

“This is one of the few remaining
bond markets where you can get
double-digit coupons,” said one
dealer at an Italian bank last week,
adding that the prospect of falling
yields was helping to stimulate buy-
ing interest, among investors.
Deutsche Bank in London last

week lead-managed a successful

L200bn, io-year deal for Abbey
National Treasury Services with a
coupon of 10 per cent Mr Roger
Bates, of Deutsche Bank, said one
reason for the deal's success was
the fact that as interest rates in

Europe were set to fall, this repre-

sented one of the few remaining
opportunities to buy bonds with a
double-digit coupon.
Coupons in toe Eurolira sector

have been Calling since the start of
toe year, when investors were able

to buy bonds with coupons of 12.75

per cent In the wake of the Abbey
National deal, toe EBRD launched a
L200bn, seven-year deal with a 9.75

per cent coupon.

Admittedly, the lira is not the
only high-yielding currency in

Europe, but dealers say the Eurolira
sector is regarded as a more liquid

market than other high-yielding

currencies, such as the peseta. The
biggest issue in Eurolira is the

ETO’s Ll.OOObn benchmark.
Meanwhile, toe currency - which

came out of the ERM in September
and weakened to around 1,000 to toe

D-Mark — h ft5 been strengthening

steadily “The lira bag finally
found its equilibrium - it will prob-

ably stay where it is or appreciate

slightly against the D-Mark,” says

one Eurolira specialist

Traditionally, toe Eurolira mar-

ket has appealed to retail investors

from the Benelux countries and
Switzerland who want bearer bonds
rather than registered government
securities. They would rather buy
top-notch paper denominated in lira

for toe high coupon and a play on
the currency, than take Italian gov-

ernment risk.

For the borrowers themselves, the

reason for tapping the Eurolira

sector is predominantly
swap-related. A total of L8,912bn

(about $S.89bn> of new issues has

been launched in the Eurolira

sector in the first six months of

1993, according to figures compiled
by Euromoney.
A few borrowers keep toe

proceeds in lira to fund Italian

subsidiaries: for example, Abbey
National borrowed in fixed-rate lira

and swapped tbe proceeds into

floating-rate lira for financing its

Italian mortgage subsidiary. But
dealers estimate some 90 per cant of

issues are swapped into dollarsor

D-Marks, depending on toe swap
opportunities, in order to obtain
funding at well below London
interbank offered rate.

Sara Webb

NEW INTERNATIONAL BOND ISSUES

Borrower

US DOLLARS

Amount
m. “sr Price

YfeW
%

Launch Book runner
spread bp

Wharf Capital lntL(d)§

Tokyo Electric Power Co.
Httachl Credit Corp.
Tokyo Gas Co.

Mitsubishi Kasai (UK)
BEMGE
Eagle 7, Super Snr 1 Notes**
Eagle 7. Super Senior 2 Notes

*

Eagle 7. Senior 1 Notes*
Eagle 7. Senior 2 Notes
Eagle 8, Senior i Notes**
Eagle 0. Senior 2 Notes**
Eagle 8. Senior 3 Notes**
Dev. Bank of the PhBppInes
Sco. Com. Portugues Madeira*

Swedish Export Credit*

ABB Inti- Finance*

Den Danske Bankfs}*

Credlta Itafiano, Hong Kongffl*
Rhflnif-PotrencWf

D-MARKS

Kdyo Cola#
Republic of Tirtey

BHF Finance (Nem&J
Abaft#
STERLING

Kingdom of Sweden
Osaka Gas Co.

Abbey Nat Treasury Services*

Rank Xerox Finance (Nethj

FRENCH FRANCS

SZ5 Jui.2000 5 100
Ibn Jti.2003 6.12S 99.182R
100 JUL1998 SS B9.18R
350 JUL1998 5£ 9933SR
50 JuL1898 5.75 10025R
50 Jan.1996 10# 99.57R
20 Jti.1998 w 100
40 Jut. 1898 w Iffi)

18 Jut 1938 100
3 JuL1988 6.46# 100

25.4 Juf.1998 (m) 100
25 Jut.1998 (m) -100
20 Jti.1998 6A5f 100
175 Jtd.1998 81 99/434R
150 JlA1 996 (ft) 100
100 Jill 994 64 mi
100 Jul.1094 fo) 100.125
50 JUL2000 Is) 100R
50' JlSI.2003

ffl to
370 M w too

100 Jui.1997 2.375 100
750 JuL2003 a75 101 .65

100 Jul.2000 6.5 100.875
125 .1idiom <M 64

350 Jul.2000 7£25 99.244fl

150 Aug_20G3 8.125 MABBR
100 Jul.1996 (<4 iron
12S JUL2003 8.75 99236R

- - Morgan Stanley Intt.

6-237 +36 (6WK-03) Goldman Sachs tntL

5.883 +49(5H»-9£9 USS
5-533 +40 (5V696-98) 1BJ/ Merit Lynch
5.681 456 (5M96-98) fcfisitrishi Finance Inti.

10.199 +600 (h) Bear Steams Inti.

Daiwa Europe

Dafwa Europe

Damn Europe
5460 - Datwa Europe

- - Dalwa Eiropo

Dalwa Euope
Daiwa Europe

8.140 +310 £K%-9Q Citibank International

JP Morgan Securities

Lehman Brothers Intt.

Lehman Brothers intt.

Salomon Brothers Ini
Crsdtto Itafiano. Milan

USS

Borrower

Marubeni Ini Finance

CANADIAN DOLLARS

Amount
m.

lObn

Maturity

Now.1996 4.25

Coupon
9* Price

1011 SR

Yield

%
Launch

spread bp
Book runner

Sakura Finance Intt.

8.499

1343

Yamalchi Bank (Qautch.)

DG Bank
BHF Bank
Marti Lynch Sank

7.769 +33 (996-fXQ BZW/ JP Morgan Secs.

1205 +40 (8%-G3) Barclays de Zoete Wedd
Lehman Brothers Ini

1869 +105 (896-03) CSFB

Bayerischa Veroinsbank

GECC
Bank lor Dutch Murddpaflttes

GUILDERS

150
200
200

JUL1999
Dec. 1996

AugiOTO

7.125
as
7375

99j6R
99.687R

9939R

7.209

6.622

7.490

440 Paribas Capital Markets

+20 (6>4Je-96) Salomon Brothers Intt.

+42% (h} Goldman Sadrs Intt.

Rabobank Nedariand

ITALIAN LIRA

500 JUL1998 635 100.05R 6238 +15 {6Vi%-98) Rabobank Nederland

Ctedit Local de France 500bn AugJ2003 zero 39.72 9.676 . (Ml Bank Luxembourg

Abbey NatL Treasury Services 200bn JU2003 10 101X175 9.826 - Deutsche Bank London

Europoan farveshnent Bank* SOObn JUL1997 M 100375 - - BCVCJtaftana/San Paolo

ffiRb 200bn JU2000 9.75 10QR 9.750 - Banca cS Rama

AUSTRALIAN DOLLARS

Commonweafth Bk. of Australia 100 Aug2003 7E25 10a725 7-519 - CBA

SWEDISH KRONA

Cornea of Europe* 275 Apr2000 frj 995R . _ Morgan Startey Intt.

Swedish Export OrocBt l^bn Aug. 1998 7^ 9857R 7B57 - Morgan Stanley Intt.

PESETAS

European Investment Bank 15hn Jul-2003 9jOS 10137 9331 - Banesto

SWISS FRANCS

Canon CoptarfbKi 60 Deal 997 1375

1

100 - - Swiss Bank Corp.

Oliver Corp.[cj*$ 50 JuL1997 1.125 100 - - Nomina Bank (Swkz.)

Nordic Investment Balk** iro Jul.1998 ID 100 - - UBS
Eirofimafu)

UJXB4BOURG FRANCS

225 Jwl2003 5 103J Swiss Bank Corp.

Cre* Nafionaffi Ibn May2003 725 101.620 7.010 +34 (Gtt%-03) CCF
Soc. Gfen. Acceptance* 500 Sep2003

(a) 99J5R Soci&6 Generate

Sod6te G6rt4rata 2bn Aug.1995 6 99L67R 6.180 +30 (096-95) Soctete GMrate
Thomson-Brandt International ibn JUL2000 7 99575R 7.079 +67 (8%%-00) SoctetA Gdnfrtde

European Investmeni Ba* 2bn JUL1999 625 99.47R 6.359 +6 (8*96-9?) Ctetfit Lyonnais

Cetetem 1.5bn JuL2008 7.875 99.356R' 7250 +92 (81696-08) Banque Paribas

Crtcflt Local de FranceM

YEN

500 May2003 7 1002380 6260 +20 (6^496-0^ CCF

World Bank#)

Osaka Gas Co.

Korea Development Bank

Japan Arfines Co.

Japan Airlines Co.

Japan AMnas Co.

Mitsubishi Kasai Copied
SBAB

225bn Jun2000 45lfi 99.983

R

4.502 +12 (B.496-00) Daiwa/ a Sachs/ BJ
lObn Nov.1999 455 100575R 454 Dalwa Bank Capl MgmL
lObn Nov.1995 4 100R 4.000 Bk. of Tokyo Capl. Mkts.

20bn OCL20Q2 545 100.125R - - Daiwa Euope
I5bn OC12003 55 100225R - Nlkko Europe

15bn JUL2003 55 10055R - - Notraca InlutuflOotatl

20bn OCL19S7 4.4 100.1R - - Yamaicrt intt. (Europe)

lOtxi Nov.1996 425 100R 4250 kfitta Europe

BBL International Ibn AugSXB 725 101.5 7.036 - Crtdtt European

Credit Suisse 1 -5bn Aug2003 725 101375 6-913 - Kredfetbank Luxembourg

Cr&ffl Lyomae Paris Ibn Aug2003 725 102.125 1948 - Crtdtt Lyonnais Lux.

Ftoa temra wto non-coflobto inton sated. TIM «4skt «n« few iwhmt ffovwnmMTt band) at launch It moxitad by lha Mod manager. Win#
placement §Conv*ra*> ftWtoi equHy warranto. *fllMag raM now. agenV annual coupon. Ft food nrodar prt» a) Derail: DMSOOO •Swnitt
EaraoprtoeY222& RCKLWwSu. b) Daman: SFiSCUIOO - SO hurl Converafen pnew Yll«a FX: 70.71Y/SFr. Cafable on 31/12/B9 at 101%

dedh*u by UH tor^enruMy. Acceleration daae aoplaa (ram 31/12/83 subject to 150V tub, Converrion pm* adNtunere dam. d Denonu

SFrttUXn * SO rearm. Exert** print: YT907. FX: 72.18Y/SFr. CefabM it <* Oftian ham tMen mwctaal « lasuo launched on ZVfiflS wre

incraeMd to S4024m ConwaiUa Into Wharf Holdings share* at HCS24M. BG 7.756HKS/USS. CMabto from HIM it par or eerier subfeel to ISO*

rule a) Coupon pays B-mortti Ubor + 0J5M maximum a.75% 0.7SW. Q Fungible wtti lha outotaretag FFrttai Plus 74 days accrued twrel. tf

Canon port 7% aad and to It* >w and 15.75* - 15 x 3-marah PMr thereafter. h> Spread Is over Interpolated yield curvet I Global bene.

23 days accrued interest 9 Coupon pays 6-monni Libor - Q.15H. 10 Coupon pays 6-mortn LJbor * 05%. | Coupon pays 6-month Ubor • 1 .1%.

nA CcMun pays O-rmrtoi Ubor + 04%. n» Cmfeori pays 6-morth Ubor 026*. <4 Cafeon pays 3-month Ubor - 0.125*. p) Drep dtocount

convert**! bonds. Prtdr®: 8/7/95. Coupon hflfcelod at SL5 2.75* and oonrendon pramhan to 13 - 10%. Cafebto han Jify lSM at pm pba

reouad d PueaWe on 29/10/80 or par- 4 Coitoon pays e* tuad annual to flrat 0 mcavhi and 14.75% - 6-month Stfeor theraMUr. a) FungMe wih

the odaandtog 5300m. Coupon pays 0-marSh Ltoar * 1.IK urrtl Jm 1987 and * 25H Ihereafter. Cabbie toan Juno 1997 at par. 0 Fuftfda atti

lha ouBtarx&ng SiSOn Ptoa 30 days accrued toiarwL Coupon p^a 0-month Ubor - 0.125%; irtnhMn G%. maxtoum 10%. U Ftmgfeto wah the

omsandng SFf»0Qm bundled to Mby. Plus 27 ctoya accrued toUa«H. CdtaOtoto 6 years and 9 years at par. v| Funglbta with (he odatanSno FFiSm.

Ptos 7e days acsnmd HareaL 4 Coi+xxi pays 3-monm Ubor - 025%. Ctfade on my totoresi paymed daea Own Aiy 1080 yj UxWM pnmla^r

pinto naias tamcned on 27/CA3. Coupcn pare tomb Ubor r 1.15% tor (ton 10 yearn. Iharaaltar naugn Is dMmwned by an audhxi proceed

CnOadaon any totarcst paymant data. Note YWda ana calcdatad an SMA basts.

RISK AND REWARD

UK investment

management - a

question of style
is rr possible to

Identify dear styles

among UK invest-

ment managers?
That Question has
preoccupied
researchers in toe

US, where extensive

analysis of manag-
ers' styles has

allowed clients to identify clear

biases in portfolios that go a long
way towards explaining variations

in performance.

But can such distinct styles be
said to exist in toe UK? And if they

do, what are the implications for

those who measure performance?
After all if different styles produce
different results at different stages

of a market cycle, is it reasonable
or, inripprt. productive to compare
the results of managers with vastly

different styles?

Instead, it may be for more rele-

vant to compare the results of man-
agers with similar styles to each
other rather than to, say, the FT-A
All Share Index or even the perfor-

mance of all other fund managers.
These questions have been exam-

ined in some detail in research pro-

duced by Wells Fargo Nlkko Invest-

ment Advisors and by Barra
Incorporated, a US-based invest-

ment technology firm.

Tbe research, a jointly-produced

paper, looks at toe portfolios of UK
unit trusts for which data are

readily available. It does not exam-
ine investment styles of institu-

tional managers. Nevertheless, it is

likely that similar styles would
emerge if institutional funds were
examined as well as retail funds.

To conduct their analysis, Barra
and Wells Fargo Nlkko have broken

the FT-A Index into three catego-

ries: growth stocks, value-income
stocks and small capitalisation

stocks.

The study looked at 77 unit trusts

with at least five years of results

and with at least £10Dm in assets.

Not surprisingly, clear styles

emerged showing a disproportion-

ate exposure to small companies.

Small companies by value are only

5 per cent of the FT-A index. How-
ever, growth funds did prove true to

their name in the sense that 37 per

cent of assets fell into that category

with 30 per cent of assets catego-

rised as value stock. Value unit

trusts on average had 62 per cent of

assets in value stocks but also car-

ried a hefty 20 per cent waiting in

small companies. The so-called bal-

anced funds showed a distinct tilt

towards value stocks and a dispro-

portionate concentration of about 24

per cent In small company stocks.

The authors of toe research, Mr

Andrew Rudd, chief executive of

Barra, and Mr Jeffrey Skelton, man-

aging director of Wells Fargo

Nikko. suggest that the mislabel-

ling of unit trusts may reflect the

fact that managers are unaware of

biases which have crept Into stock

selection.

The research also examines the

extent to wbicb individual manag-
ers were true to their style and the

percentage of performance which
can be explained by their having
stuck to it The research records

significant variations among man-

agers on this score.

Deviation from a style can lead to

outperformance. A manager who
has spotted a turn in the market
cycle may have adjusted his portfo-

lio accordingly. Or he may be some-

what better at stock selection. But
too often, the research show's, those

who deviate from their style under-

perform others with the same style.

In their paper, Mr Rudd and Mr
Skelton note that with this type of

analysis it is possible to discover

managers who are particularly good

at one style or another. “From the

history of the value and growth
indexes in our sample period, it is

obvious that a manager might out-

perform the growth style and still

underperform the All Share. Like-

wise, a manager might have under-

performed the value index and still

outperformed the All Share. Rather

than replacing the good growth
manager with the poor value man-
ager, the pension fund should
replace the underperforming man-
ager with one with better prospects

against the value style index”.

An effort to select managers in

this fashion would doubtless create

a new field of performance measure-
ment in which managers could be

measured against a more precise

peer group. Aside from toe commer-
cial opportunities this would create

for performance measurement ser-

vices, it would be interesting to see

just what this sort of scrutiny does

for investment styles.

Norma Cohen

ways covered a broad range of

nies.

lion available is better, because the

irovides instant online access to

in over 18 countries. Up-dated, daily,

nation includes share price data,

:asts, directors and shareholders

vity, and recent stock exchange

, dear and concise format, with the

facility to produce a share price graph, so it can be used as a

company briefing document

In fact, there's no better way to get all the essential facts

you need to know about the company you need to know

about.

For a free sample company report of your choice please

call (0742) 768881 . Offer available dunng Officehovn up unlil16S733

Jjj

FT ANALYSIS

A CIHANCIal TIKIS INSOftMATKM SI8VICC

BROADENING YOUR OUTLOOK ON EUROPE AFT 7.93/6

This week's topics:

The World's Most Valuable Companies

The Top 100 Emerging-Market Companies

Could Egypt Be The Next Iran?

Summit Of The Damned

The Scramble For Digital Technology Is On

(For subscriptions: From UK call 0626 23431)

Now available at your newsstand!

BusinessWeek International

14. av d
1

Duchy, CH-1B06 Lausanne Tel. 41-21-617-4411

For subscriptions call UK 44-628-23431 Hong Kong 852-523-2939

lllllllllflllllKIIIIIIVIIIIIIIIIIIIIIIIIIIIIIKMHUII

Toray Industries, Inc.

fformerly Toyo Rjyon Kabushiki Kaisba)

S.CLWarhurn St Co. lid, jrniMuncc th.it .1 dividend of Yen 3.50 per short

has been paid tu shareholders on the SnnLs of the above Company os at

3 1st March, 1^93 in respcci of the six month period ended nn that date.

Holders of Bearer Depository Receipts issued by S.G.Warhurg & Co. Ltd.

may present Coupon No.2l for payment at:-

S. C.Warburg Be Co. 1-td.

Paying Agency,
2 Finsbury Avenue,
London KC2M 2PA

Banijuc Internationale

j l.uvcmhnutR,

2 Boulevard Royal.
Luxembourg

Payment will K1 subject to deduction of Japanese Withholding Tax
and in London, United Kingdom Tax (where applicable} at the

appropriate rates. Details of tax deduction can he obtained from the

Paying Agents.

Mi July, mi
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EQUIFUND - WRIGHT NATIONAL EQUITY FUNDS
social dlnvesiiuemeat 1 capital variahfe

Registered Office Luxembourg, 14 tue Aldriagea

Commercial Register LUXEMBOURG Section B 32 S57

NOTICEOF ANNUALGENERAL MEETINGOFSHAREHOLDERS

The Annual General Meeting of SJuiehaktets of EQUIFUND - WRIGHT NATIONAL
EQUITY RINDS, win he heU at fa registered olTice at Luxembourg 14. rue Aldringra, on

13tb July, 1993 at 3*10 pm. for Ok purpose of eauldering and voting upco the following

manere:

1. To hear and accept:

a) the Management Report of the Directors:

b> Ihe Report of me Auditor.

2. Toapprove Ihewatemear of attttt tad JiaMUUeraH the twtmctt af duaget la get

assets far dte year aided 3Ut Match, 1993.

3. To discharge the directors aM (he auditor wkh respect 10 ttwlr performance 0/ dories

during du year ended March 3 Ut . 1993.

4. To elect the Dfcacw 10 serve until die neat annual general meeting of teawtoMam.

5. ToeteaDeJcdM A Touche Laxembcurg 5Ar.l as auditor of me company 10 serve nntiJ

the near arenal meeting of MmrehoJdere.

MkceBmeons.

The shareholders are advised Um no ryionan for die sanitary general meeting it required end

QhI OediiocB wCU be taken at the majority of the itores preient or repretnued bj the meeting.

In enter 10 lake part at the mtauxy meeting of Uth July. 1993. the owner* or bearer shares

*01 haw to deposit their shares five dear days before the meeting at me registered dike of

the the Rind, 14 rue Aldrfngen, Luxembourg, or with die following hank: Beoquc Gdndrale du

Luxembourg SA^ 14 roe Aklrtngen, L-IUB Luxembourg

The Board of Diredoi

KLEINWORT BENSON SELECT FUND, SICAV
Registered office; 14, rue Aldringea, Luxembourg

Commercial register: Luxembourg Section B no. 28. ,33

NOTICE OF
THE ANNUAL OENERAL MEETING

OF SHAREHOLDERS

The Annual Oencral Meeting of Staffeboklere of KLEINWORT BENSON SELECT FUND.
SICAV. wUi be held at fee registered office or Luxembourg. 14, rue AWringen. on I3ch July,

1893 at 3X0 pjn. for the purpoae of cmsldcrtng and voting upon the following matters:

1. Toheta-and Kccyc

») the Management Report of ibe Director*;

bj die Report of die Auditor.

2. To approve tbe staiemeal of net arms and Ihr statement ol opcrailtxu (or the year ended

3 1st March, 1993.

3. To cUsebargB die Directors and the Auditor with respect to their performance of duties

during the year ended 31st March, 1993.

4. To elect dm Ducgjom and ihc Andimr 10 serve mail die non annual general meeting of

shareholders.

3. Any taherharinea*.

The shareholders are writhed rtnl nu quotum fur die sudtuoty Bteeral meeting is required and

that drcMnoa will be taken at die majority of the shares present or trpreMOiird al Ihe meet! tag.

b order to take put at ihe statnluy meeting of 13th July, 1993, the owners or braer stares

will have in depots (heir shares five dear days before (he meeting a die reghered office uf

the Company, 14 nu Aklrkigen, Lnxembunrg, or wfdi the fufliwing bank:

Basque Gdndnleiln Lnxemlwnrg&A.

I*. me Aldnngee

Tbe Bout) (A Dirracn

JUPITER TYNDALL GLOBAL FUND
SICAV

Registered Office: Luxembourg, 13,rue Goethe
R.C. Luxembourg B 34.593

DIVIDEND NOTICE

The Directors resolved on 16th June 1993 to pay a dividend of 2
pence per share to shareholders ol the High Yield Portfolio on record
on 30th June 1993 payable on 5th July 1993.

By outerofthe Board
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We cover the latest European, U.S. and international news, and analyse the impli-

cations from a European perspective. In fact you’ll find far more than finance in the FT.
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76pm
17pm
26pm
55pm

i3'jpm

. R
Pro Foma

-M2 e ns* r«m F Ft. S Ft. H a Uta CS B Ft. Pta. Ecu

Bourns f tend by my of rkptts. t (ntroductiga $ Rntao pries. -J Unfetad saeatttts natal pm Prica at a
maun

£ IN NEW YORK
OTHER CURRENCIES

Jut 2 Ouse
Preitana

Doe*

E Spot

1 month
3 months

.

17 months .

14070-1.5000
OJS-aaSpm
i.oo-osapm
I0a-100pro

1-5150 18100
038 025mi
097 OssSn
2-90 250pm

Jd 2

rotvnro pmmkioa and *couna ap*r » me lb

STERUNG INDEX
JU 2 Prarton

030 am 81-3 800
am 512 80.5

1000 am B12 802
11.00 an 012 805
Moon 512 807
1.00 Pm BL2 807
?JW ten 514 504

pm 812 B09
401 pm 57.1 803

Aigudna_^ 18035 - 18045
11560 • nwm

.(849078 - 649094
85530 - 86140
34&09D • 303.080
11.6635 • 1180*0
2474.® - 247800
120885 • 122085
045550-045650
5280 - BP BO

38815 - 38015
4.706S - 4.7095
2.7725 - 2.7755
58545 - 58665
14485 - 24545
58115 - 58300
98*50 - 68600
3970 - 3885
58365 - 58495

08880 -09890

,

14050 - 14960
1563618 - 5B3620

,

58650 - 5.6850
1228890 • 233210
7.7445 - 7.7465

162280 • 162480

,

79950 - 80830
030150 - 0JU200
3480 - 3480
15735 • 15745
3.1240 - 3.1280
18405 - 1842S
3.7495 - 175®
1822S - 18235
323220 - 33270
4.6700 - 4.8200

2535 - 26.46

16715 - 16735

S 1 1.508 2868 1618 8853 2375 2870 2325 1.945 51® 195.4 13C8
* 080 1 1896 1088 5738 1809 1.903 1542 1390 3485 120.6 0 867

DU 0391 0890 1 64 03 1383 0889 1.122 908.9 0.760 2154 7639 0811
mi 8.HJ5 9208 786? 1000. SZS3 1389 1782 14134 1187 3206 1193 7.865

££- l-
156 1

113 2-9S« 1fiDJ 10. 2629 1317 2687 12*0-80.73 2258 1812
Sft, 0440 0663 1.124 72.00 3804 1 1262 1022 0855 2110 85.89 0875
NR. 0.348 0825 0.801 57.07 3815 0793 1 810 1 0578 1131 68X6 0 466
Ul» 0.430 0849 1.100 70.45 1722 0978 1234 1000 0837 22- B0 84 04 0863
CS 0.514 0775 1.315 84.22 4.449 1.170 1.475 11® 1 27.02 100.5 0672
Bft. 1.803 2870 4 866 311.7 16.47 4J29 5.461 4424 1701 ICO 371.6 2489
Ml 0512 0.772 1JOB 61® 4.428 1.164 1.469 1190 0.99S 2689 100. 0669
Ec« 0.785 1.153 1,956 12&2 6815 1.739 2194 1778 1,487 4018 149 4 1.

Van par 1800: Fiendi ft. par 10: Ura pw 1800: Bat*n ft. par 100 Peseta par 100.

EURO-CURRENCY INTEREST RATES

BANK OF ENGLAND TREASURY BILL TENDER
Jd2 tea a Jri 2

1 Jut £

MmA
TMdaprtcatai

note*
U9«ra

man
Efifn

£Wte
£9930
199%

hp McctMm * dscraa
taoaa >oa d 8BXM

stsn% 1

5.1541%

57712%
Eicon

£97380
|

519*2%
51103%
52814%

note
£37240

TartriboW
matemom trt

Ate** sattawiM
Eiate
£99715
95%

Nnpitel J
taatenmrs oee ante
MrttaB xafOt rid 192 dtp .

—

WEEKLY CHANGE IN WORLD INTEREST RATES

CURRENCY RATES

CURRENCY MOVEMENTS

JU 2

U.S
Canatflan OaRar —
Austrian Serrt/na
Bhutan Franc
Danish Krona
D-Mark
Swtes Franc
DuhriiGirtdar
French Franc
Ura
Yen
Pesma

Bank cT
England

bSo

01.

1

658
936

112.0
114.1
115.7
121.0
111 0
1178
1078
82.1
179.0
902

Morgan ~
Guaranty

OianfiK %
-28.47
-1220
-888

*15.01
081
10.02
2920
19.68
+1985
-8.11
-3280
121.77
-31.17

Jrt 2
Be*
rate

%

Stott-
Om«a
«9te

Bnpem t
Cvmq
IM

Swing 0831740 0785195
OSOrtar 100 120148 1.15774
CaeaaaeS— 4.79 N/A I.4S233

AtatonSch— 625 167741 117945
SrtDtai Fhie _ 600 469448 463009
OBntan Krane 775 9 15720 724905
Wtek 675 220107 125962
Drtth&oMar 900 2B5K0 220110
Fteadi Franc 10 7.99185 662501
BtBUUni 1600 214679 176321
JqxanettK 250 156278 124.747

Nww Krone- 102721 820331
SpatahPwwa- - 181120 146777
taadtor Krttra. 11J0 S/A 690795
State Frae <SO 2116*1 1.74587
ftatk Draco 19 N/A 267322
IMPiA N/A 0904789

Shut
tsnn

8J. -5%

S-S
7-6%

S-S
7a -is
n - au
7& • 7A
3% - 1A
a - 7«?
3>« - 2%
11*2 ' H’«
12 11*2

a?
Bh -6
3A • a,

>

4

7A - 7a
rail - to

7A - 7A,

4 - 3d
8 - 7*1

3li • 2*«
1ts»- 11%
12 - 11%

%*

t.-J
3% - A

iiA - "A
ii% -il%

Three
Ban*

Sf| - 5U

rca
S:S
7k 7*
9% - 9%

&:&
a:S
10% - to,;

11 % - 11%

Sta

Lcpg W
5A-5d

n Bndeaara:Mms 4%-4% per arc ttna ton 4^-4,*. pu cue I* yaan 5i‘4-*|2 p« cate 0n ymn
par art MnaN Shut win mb an od Hr ® D*r tad JBjamsa Vnc mbeis. bn daw am

FT LONDON INTERBANK FIXING
""

J4 £ categt M2 Ow*a

e item Mat rata 6 ttdnt

6% -ft
Febnahrau . . 3

6 3 Utl TrteBiy 801 302 -flM

61541 jirrw 6UtnraM*yBBi 3 15 614
A SUffLCD 30?

K UKbrt HVJKARr
LOBCarp 925 •025

Ore nyitakoa* 7ES

3 750 -DOS

V. -ft PARS

737 4.12

- itesraMi

Hte
691 4106

s ‘1?
Onmo

a i
DUEL*

t?Utal %

HUM ten. Jrt 2| 3 mentis US dotes 6 month* US Orttors

Ud 3ft
|

offer 3ft bid 3%
|

offer 3% BASE LENDING RATES
The flung rates are the uttunettc means rounded to me naares ona-anriaenlh, of the Ud and
offend rates for Siam quoad a mo market by ftm ratewice banks at 1 1 .00 un. each Marking

day. The hanks are rational WrisarSnstar Sank. Bank of Tokyo, Deutsche Bank. Banqua National

* Parts ana Morgan Guaranty Trust

Morgan Guaranty changes: average
1980-1082^100. Bank Of England (Base
Average 198^100) -Rates ora tor Jul 1

CHICAGO

6 Baft Ob rates d canH Is* riacarat raaa.

Tina as aot qaoaa* by toa l*. Sptoi aril tatoal

t Earapean Corratatea CalcrttlOK.
* ft SDRish» fa Jri 1

1L5. TREASURY BONDS (CST) B%
STOO/XM 32ndS of <00%

JAPANESE TEN (MM)
YiiSm S per Tlbo

MONEY RATES

tea Htaa Lorn ft«v.

Sap 114-05 114-11 113-21 113-29
Dec 112-30 113-04 112-14 112-22
Mar 111-24 111-28 111-12 111-17
Jun 110-20 110-23 110-09 110-14

109-19 109-22 TOMB 109-15

NEW YORK
4pm

Treasury Bills and Bonds

Dec 108-22 100-19
Mar 107-29 107-27
Jun 107-07 107-06

108-10 106-19
Dec - “

ILS. TREASURY BILLS OMM)
Sim points of 100%

High Lear Prev.

06 83 9696 9688 96.80
96.76 9600 0670 B671

Mar 00 82 9605 9b 0656

BRITISH POUND (IAN)
Sfi per E

mm Loot —Tin.
63213 00345 03190 03307

DOC 0^221 0.8350 09200 03315
Mar 08241 03300 03300 03335
Jin 0-5250 0.9330 03330 OB353

OaiTSCHE MARX (MM)
DMI2S^I00 S per DM

Ooas high Lew Prev.

CL5846 03910 03826 0.5857
0.5705 0-5850 05780 05808

Mar 0.5761 05791 05730 0J776

Brekar loan rata

.

Fed.funds

,

Fad.funds at mtermnt«n_

315 Three year., 42S
Five year3 00

3 01 Seven year— 5.3a

_ 3.15 10-year—— —5.75
322 30-year 667
193

TWEE-MOUTH BURtHMLLAR (liMd)

Sim prtnta of 100%

Jrt 2 OvendgK One
Month

Tvro

Uanffts
Three
Morans

Sta

Afenttis

Lombard
Intervention

Frankfurt 7JO-7.65
7.V7A

7.45-7.60
731-7.43

7.35-7J0 7.30-745 6^5-7.10 8.25
8 75

<V* 44.-4%
_

3ftr3V 3Z-3A _ _

3ii-10%
eb-ei*
6,V«,iDubtoi 6 6iV8Ji Sri-6ft B-6>a -

%
Adam 8 Company 6
Aified Trust Bank 6
AIB Bank 6

•Henry Ans&asfier

6

B S C Merchart Bank .. 13
BankoTBanxiB... 6
Banco Bihaa Vizcaya. . 6
Bank of Cyprus B
Bankoflrebnd —6
Bankoflndta -8
Sankof Scotland 6
Barclays Sank —.6
Bm Bk of kAd East 6

•Brawn SfJpdoy 6

.Bank Nederland 8
CatankNA, .8

Cty Marhaids Bank 6
OydesdrteBank _6
The Co-opereM Bank .6
CouOsSCo 6
Cretft LyonrtNa 8

Cyprus Popular Bank ,_8
Duncan Lswto „6
Equ*xWBankplc^...6
E>aterBsrk Urnhod 7
Financials Gen Bank.. 7

•floben Fterrlng S Co 6

CSrobonk 8
•Guinness Mahcn 6

Habto BaricAG Zurich ..6

* Iambioa Bank 6

Heritages Gen invSk. 6
•HR Samuel.. _d

C. KoareSCo „.6
Hongkong S Shangha.. 6
Jrtlan Hodge Bank— 6

•Leopold JosephS Sbns6

UoydaBank — 6
Megtap Bank Lai 6
McOonnsB Douglas Bk. 6
MkSanct Bank 6
MOM Banking 6

%
MatWestrrtnster 6
Nykrecii Mortgage Bnk 68
•R* Brothers 6

Roxburgh® Bank Ijd ... 8
Royal Bk of Scofend -6

•Smffi S Wimsn Secs . 6

Stendard Chartered .... 8
TSB 6
Untoenk ptc. 6

•Unhed Or of Kumt 6

Urmy Trust Bank Pic. .6
Western Trust 6
WhBeaway LaltJaw 6
VMmbiedon & Sdi West7
Yorkshire Bank 6

• Members Of British

Morctiant Banking &
Securities Houses
Association

Cent BAd fin. of Chtnft at Engtaii#
SforeSWl Un*r S2Y5«t ,071-08 1613

1 5 70 -I 5XZI3-MP

ISLcntunt
rrereacgare&icw

iMat%jMawr
I

0/1-^31010

DOW.
Gartmore Money UangeoHM LM
16-ia UBMnamU LaranhCSX goo
resuotA
Coa Fima u/ 34S

iPtna 1 L34 400
JFvad 5X4 383
I 1X2 1-36

TESSA PIme ...I 501

Dao Heng Bank Oondoo) PLC Preate tec
M PMrtUJJ SHOE a/TP3Ul ,071-431

071-23* 1425 ....

onse«K

500
6.M

iS
ill

1S8taari- ..

wilwre owanham Ta Wt-tteyenbara500tec
“ZltK Bajanna.wnorew.wrau 06i-BKB«4
1 rm/mfi. ouim I q nrt 6 TS I -llrMli

d 7b I - 1 veanyreins tnsfcflB—lta

Money Market
Bank Accounts
AIB Sank Interest Cheque Account
Bmram Ra infino* uoa is* oaoo2o2ii5
12^00-0.996 227 1.70 I 2391 Ott
ckmuo*- la./* iai I ire I oa

Altken Nine Bank tie
10 orv Ftown. EClY 2AT 071-6346070

Semen ltd. Mae hm«.
mu pin ay,

jt-.i is to t%\ s
999._ I 5025 4JI?I 5 74 1 5.

ooajoo- tarn ujiusHirem nqiut

taCAtrtr.OM .1400 9975 I tHlS-lim

HaBtax Bldg Soc Areai toene Cheque flee

irwwftm rS«B»Wia»
,

IMS233S333
aooo-ai^s Isno jh sos qvClWetjm 565 42* 5/7 *
EKOoo^fMjn Ism <» er4 nr
tSOlOMIUSaOOH .... 1 63S *.78 I 650 (hr

SmfMBS
480 180 I 407

0.000-I24.M 580 3 75 517
EZ..OID- r«8M.„ 580 4 125 5£4
EStUtmormorp I &» 48125 I ssol

ttwyIMan* - nutmM
AIBed Trust Bank Ud
91-JO! Carrier St, icraon. h24H sto

JuSan Hodga Bank Ltd
ia«*UH* PncsCaiUrarr 3SK

,
CZ& £20900

BimnwiteiOWiW.rroo tie I -i -

Ml HI 0
25800* -.1 OOO 4.50 I 6.1*1 an

Htubauiiile Rnanco Group
S 8wu> vr». Hooi. aarhpsWa

,
DZMreOOOO

£50800* TTaw 450 I 6.1*1 On

un Biaif*M

F0UUArE2801*4
niEMMAiifeai.i ..

racu (12.001*1
OMMCaOOl *|

707
617
5 90
S8*
500
580
730

son
*83
4 47
422
3.75
4 13
S.07

180
58*
5.12
584
786

’"8
urn

Yeany

071-SM2323
LaanoU Joseph & font Umtad
25 ramhan saioL unnn K2V tea
many OffihSnaDu*Hum

*^tei ss

Amarfcan Barrie Ud
HUHlSHD

Woinwort Benson LU

, V -Lid—
4.76 *4b
sno
52b 5J8

£50000* 5.75 431 5J0

Mm XMnouri Benson Private Bank
ntMaonern
i ga imwi tmi rrea. unrem» bi

l_- I S3I2 3884 155, HI8A (£2800*1

.

D7I-ST ISS6

S 4*T aery

Bank of Iratand Htab hitarest Cheque Ace
sa-40 rapo st. suuptiSLi iel ojkjsissis
CIO OOO*. 425 3.188 4316 On
Qooo-caoee I *oo sooo I *oeol o»

Bank of Scotland
28 rrraawM* Si. EC2P SEH
KHWOfaHIUa. 484
r?5'»»-E2458ee *80
£250800* I S75

Bank of Wales - Business Accounts
nrgr wv.Caram err are 0222

j

OjrtmlMsM t250(xr* I 4 €0 - 4871
MmMtaMCSMO*. I 6.00

LCoyifB Bank - Investment Accwml
71 Umaaid a. London EC3P *S

] SUM _ 540
5J0

. - I 5.00

and Bank pie
nan 2.5arti*at

jr Act £5000* 4 25
-| 5 no

.
oznj

4 05 I 5.U
|
runt

j ra 485
375 580
4.12 5 50
487 650

- 57b

Yeartr

Ytaflf
Vnm

NattooMUe Bldg Soc - BusBiesstnirestor

Weswooe Bi P< Oereavy
430
520
SJO
600
dso

123
390
411
*50

*80
680
550
era
850

oooo-re.M
El 0.000- £24.6*8

©SEW”-
cira.rao*

Barclays Prime Account KXCA
PO Ba 125. Memmyimn 0604

n800-C.*93 220 165 I 222
C.500-E98W 250 1« 252
£10.000-£2*899 .... 100 226 am
£25800* I 380 270 1 386

Mm npMKn.SHnrnLStlSilW
£2000. £4.999 410
IWMO-E3.9W. 488
eia000-£24.999 - . 530

Dir jjl

Pmrttidal Bank PLC

teh £26.1 .

vSw tidara.

122; Portman
* nonHMHa

0800
123 4J7in 4«9
338 541
435 533
4 73 £45

430
4 13 1 5 50
175 I 500
300 *55
23 I 380

Accotmt
oeooesaeaa

f«joy

as
OF 30MatyM.AirmclaflL Chorea .001-6286011

**i 1 *00 ItH ICA (£1800* ) 00 I 4871 urnBrawn SNplayS Co Uri
Fonocra cmn. umu>y. Lemon ec2 on-naBMo Roval Bank of Scotland trio Pramiura Acc
MCA I 4.7b 388 4 83 Or *2 S> Agmso 5a. EtBrnum Elfe?
Prat Darena Ale 1 *75 358 I 4«l OB

l-niw if. ...I.*
— - i. *.- £25.000 — £49899 — ...

caedrauan Bank nc __ £io.oao-E2*8m..-.
8 SI Anew Smara. Ewmaon Bt2 2PP (01580 8235 Js.(ta(l-rs.9«T.._
MU. I si 4 125 I -I Yore E2000-14.W9

Cater ASen Ud Save & _
25 Bnom uuMi Unkn arw ear 07i-«Mrorn i8-22Wu»u>'lW.rem»dBMi 3U
MCA..

Eaih. lirefen EC3V 60J . 071-8211070 >8^7 afcWnlW. tanpr a RM

SIS 375 517 t£ SH* " 1151875 - 153126 urn itsAwname 5 13
Coocrt E5800mai.
branugln

Ctrartertiousa Bank UnriM
i Ptanwrtertao.ECAM
E2.500-C19899 . ...

£20800-146.99} _
f.'O 000-C99869
£100800*

549.999

7DH
43
*80
475
580
180
200
225
230

071-2484000
*33
*J»
485
5.12

131
202
227
253

TvndalftCoLtd
20-33 PHhpiLiiu ukun Li BrtxB*

0*83
0480
1)4 7b
0* 30
05 00

SI 00.000- 51 99896
- „ ,

,

lam «aarcurmocsm »8arte - tar rareMM
mBmanZiH

ile Bank Ftedbie Sokirioa Acc
INncOT* ftaev, 8IKOOW G1 2HL 041-249 3070

Cl 0800-£29866- . I *80 116
£30800-199999 1 422 117
noo.ooo-fm.999-- I tsj 220

Contedoration Bank limited

K
m! ULC Trust Lknited
Mm 1 GrartCirtanvxin.

tiaooo-60 ray noma
-lumnai

0272 744720
347 0*71
3-38 0*30
in 0*83
328 04 45

- 0509

W1H7AL 071-2580094
7 75 5 81 7 99

j
3-4401

8.50 £ 38 6 08 0-WH
IB 616 -I ireny

car

5riFaedRX3EI

Tfra Oo-oaeratlw Bank
PC Bo* 300. Lana
TESSA . I 800

B.SG1 JUO 0436
1 0% U1 7J07
550 4S7 6.10
500 4 JO e*»

1 740 565 7.40

.wMUta-CMIta
AOBjanoa.-
HMOBIMM - 80 Oar HBOca SntaK
i 00.000- -
£758ra-£*9M9„.
£ 10 000-£2* 699 ...

£5800-19896 1 175
ireTUr-mmw vrinimip
£70.000* 430
£10 000-146600. .. *00
£5.000-19.666 . „ . 300
lljno-14899 200
£1-099 130

UnttM DnmlnliBts Trust Ltd
POBo> US. Acoor 9. n*wOnenCi Hfl 073* 5*0411

crearwaaawui
£1806. . I 5 2b 194 I 5151 Oa

43*1 tw
jl Henry Schroder M/agg & Co Ud
130OCAKUM UnBh^UhDb 071-3826000

U500 SracWAcr .1535 38* I 515 UD1
naraonMiDom Isbo *nl bn! urn

. “J Western Trust MQh Interest Cheque Ace
IS2 Tre Wiraai" Pirmoum I'Ll 151 07U P*:4I
ieany nso0ft. ..I 550 4 11 ibi Cn

a^^reco fflBhr list JS I Sills
-I -I vmy Wlmbtedon ft South West Ffcianco PLC

_A 114 taaom 54. l^oim £C1 7A£ 07!-OOf>*}S
4381 oral urn Mign nacreous Act ..1 550 ml 5brl cn

US,
58310-8**
53216-44*1
4S1|«-MPI
3.76 1 6-44*1

6-um
8-M*
O-Mm
e-*im
6-Mm

302

151

NOTES- Grare Contraoual Ua or oaocs annum m
orang acawa or Bn Odom flt dot m» none in.

Use ta* or sreran otwsIb mb anwng fra eMucvoti d
baste on mas re. Crass out btss ran nnolisM o
res uooi d aswuit»* <* imw tus ana cun
rex a tsar Xonraurasd Anal ta*' u Cr Ffmamv
ra oio s rarsa a rasgsM n mo sums.

Hah LOW ftW.
1^000 18180 1.4960 1.5068
1.4912 1-5080 1.9900 1.5000
1.4844 - 1.4984

Ooc
Mar

HW LOW Prev.

Sag 9064 9068 9839 9050
Dec 96.30 9634 9023 96.23
Mur 96.23 0628 96.15 96.15

95.94 9000 9538 9538
Sep 95 65 95.70 9537 9058

9532 0528 95.16 95.17

Mar 95.11 S021 95X6 95X7
Jut 0438 9435 94.84 9435

STOCK INDICES

LONDON MONEY RATES

SWISS FRAKC (am
SFr 125.000 S par 9Y

5TANDAHD & POORS 500 HDEX
S500 ttrrwa Mbk

Sap
Dec
Mar

Gbse HWi Lour ftwr.

0.BS96 0B720 0.6580 0.6608
0-6577 0.6695 0 8567 0.6589
06569 - 0.6583

jut

CUM High Low PIOT.

44655 44&5D 445.25 44930
447.10 448.40 446JJ0 45915
44820 45ai0 447.30 45125
449.25 - - 452.60

PMBADaptUA SE Eff QPTWiS
E31.2S0 (cento per El)

Jrt 2 OvanUg/a
/uses

Ona
Month

Tlee*
Monte

Sta

Month*
Ona
Year

7 SIS 5% 5%
IntertrirtBd - 3 5% 5% 5% 5%

1%
s%Local Autttetty Daps. _ 5% 5%

SB
5%

SI
5% 54*

Locrt Authority OdddB—
Oiscoult MU baps—

-

8% 6 _ _ _ _

HiBJca now Uopasxzs .. _ _ sis 5rt SI
Treasury Bits IBuyl - - s

-

Baft Oils (Buy)

Roa Trade tab (Buy) — - - S!i U -

- re - - -

OctarCOs. - — 3.03 3X7 113 132
SDR Ulftad Dap. Offer _ - re

3t St
4%

8DR UnSrea Dap. W ..... re - 4% 4%
ECU UnkM Dap. Otter . - - - 7% 7% 6i| 6%
ECU Unkad (tap. BM— “ - 7% 7% SI 6*2

July

2
July
1

June
30

June
29

June
28

June
25 Wgh

1093
Low

Since Compilation
High Low

FT-SE100 2057.7 2888-8 2900.0 2886.0 2897.0 2867.5 29573 2737 6 29570 988X
FT-SE MW 250 3234.8 3241.7 3235.7 3229.1 3223.9 3213.1 3241.7 2876.3 3241.7 1379.4

FT-S&A3S0 1430.2 1442.9 14460 1440.6 14443 14390 1457.1 1348.7 1457.1 8640

FT-A Afl-Sha** 1410.83 1428X3 143031 1428.77 1430.17 1425.65 143BX2 1086.13 1438.22 61.92

FT-SE Eurotracfc 100 120131 1213X1 1208X9 1207X7 1Z10.1S I20Z.T2 121121 1063.02 121331 900.45

FT-SE Eurotrack 200 1259.19 1270X8 1266.14 1283.58 1265.02 1254.87 1270® 1144.79 1270.96 938.62

FT Ordinary 2237.9 2262.0 2270X 2263.0 2280.3 22640 22990 2124.7 22990 49.4
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Tycoon
who s

in the

not
red

Sally Aw Sian, chairman of

Hong Kong media group Sing

Tao, talks to Simon Holberton

O ne of the claims Wil-

liam Shawcross
makes for Mr
Rupert Murdoch in

his recent biography of the

media tycoon is that Mr Mur-

doch was the First to see, and
exploit, the potential of the

extra-terrestrial satellite for

global media operations.

Mr Murdoch has his difficul-

ties in Hong Kong, where he is

attempting to acquire control

of Television Broadcasts. Hong
Kong's top local television sta-

tion. And, although it is proba-

bly true that he was the first

English language media propri-

etor to use satellite technology,

the accolade “first" is more
appropriately applied to a

tough-minded woman in Hong
Kong.
Since the late 1960s she has

been in international newspa-

per publishing and, in 1978. her

company was the first to trans-

mit made-up newspaper pages
to printing plants In North
America. Europe, and Austral-

asia via satellite. The language
was Chinese and the title of

the newspaper Sing Tao.

Miss Sally Aw Sian, 62, then

as now, chairman of Sing Tao.

one of Hong Kong's leading

listed media groups, is not.

however, a person to crow
about her achievements. "Yes,

we were the first to use satel-

lites,” she says; and that is

that
Miss Aw's venture into the

world of transnational publish-

ing was inspired by an encoun-

ter while on holiday in San
Francisco in 1968. She was
asked on the streets of the
city's Chinatown for news from
Hong Kong and China. The
question became the germ of

an Idea: “I thought it would be
a good idea to start a
paper ... 1 was sure that, if we
could publish a paper in San
Francisco, there would be a lot

of people interested in buying
it," she says. Bringing the proj-

ect to fruition was made easier

through her friendships with
the owner of a local grocery

chain, who offered to display

any paper she chose to pro-

duce, and a publisher with the

capacity to print a newspaper.
initially, the paper was pro-

duced in Hong Kong and flongs
- made-up stencils ready for

printing - were air freighted to

San Francisco. This continued

until 1978, when she moved to

satellite transmission. Today
Miss Aw’s newspaper is pub-
lished in nine cities — six in

north America, plus London,
Sydney and Wellington.

Global circulation is 160.000

a day and, in some centres,

notably Toronto, on a good day

the paper can run to 70 broad-

sheet pages. She has also tai-

lored the content of the news-

papers to suit local market
conditions and reader interest.

Advertising is local, as Is some
news. Reports about Hong
Kong and China are transmit-

ted daily from Sing Tao’s head-

quarters in Hong Kong.
“We made money only after

a few years and today it is a
profitable paper." she says. In

1992, the entire Sing Tao group
made a net profit of HK$ll9.5m
(£10.4m).

For the scatterlings of the

Chinese diaspora who want to

read daily news in Chinese, the

choice is limited to the over-

seas edition of the People’s

Daily, the Chinese Communist
party's main mouthpiece, an
assortment of Taiwan-funded
newspapers, and her own. It is

little wonder, then, that when
Miss Aw made her first visit to

China last November and met
Mr Jiang Zemin, general secre-

tary of the Chinese Communist
party, he was most interested

in her overseas publishing.

The Chinese government
cares passionately about what
the overseas Chinese think. It

puts a lot of effort in to win-

ning their hearts and minds
and in to encouraging them to

return to China to invest. So
did she not think, last Novem-
ber, that she was merely being
courted by the Chinese leader-

ship for her support?

"Well, of course she says.

“That it is the main point Oth-

erwise, why should they wel-

come me?"
Miss Aw thought she would

never go to China. The main-
land government had
denounced her late father, Aw
Boon Haw - inventor of Tiger
Rflbn ointment and owner of

several newspapers, mainly in

Singapore and southern China,

before the 1949 revolution - for

his support of the Kuoming-
tang, the Communists' rivals

for political legitimacy on the
mainland. His newspapers sup-

ported the Kuomingtang and
so had Miss Aw's.

Then, two years ago, he was
“rehabilitated" and the main-
land government redefined

him as "patriotic”. It also

offered to return to Miss Aw all

the property it had confiscated

in 1949 from her father, who
was one of the wealthiest over-

seas Chinese entrepreneurs of

that time. This included prime
holdings in Guangzhou. Shan-

’
-a -

.

T don’t think China can return to the past’
tou, Xiamen and Fuzhou -

among south China’s fastest-

growing cities - plus a half-

completed mansion which her
father had started building in

the family’s ancestral village of

Zhongchuan, in Fujian.

Her father's rehabilitation

and the return of his property

set the scene for Miss Aw’s
visit to Beijing last autumn.
The government housed her in

the Diaoyutai state guest

PERSONAL FILE
1931 Bom in Rangoon, Burma.
1952 Joined Sing Tao.

1957 Chairman of Sing Tao.

1969 Published overseas, edition

of Sing Tao in San Fran-

cisco.

1978 Transmits Sing Tao news-
paper via satellite to off-

shore printing sites.

1992 Signed deal with the
People's Daily.

1993 Launched South China
Economic Daily.

house, usually reserved for

important foreign visitors. In a
rare honour, she met both Mr
Jiang Zemin and Mr Li Peng,

China's prime minister. Signifi-

cantly, the meetings were pub-

licised on national television.

Her visit was designed not
only for reconciliation but also

for deal-making. While in Bei-

jing, she signed a HK$3m 50-50

Joint venture agreement with

the People’s Daily to publish

jointly a colour magazine, the

Singguang Monthly. Miss Aw
says both parties will share
editorial control. It will publish

economic and social articles on
China and Chinese communi-
ties abroad. Given the involve-

ment of the People's Daily, it is

unlikely the editorial content

will challenge Communist
party orthodoxies.

Her meetings with top gov-

ernment leaders amounted to

an “official blessing" for the

venture. She is clearly keen on
more, and to boost Sing Tao’s

media assets on the mainland,
an enormous market hungry
for information.

One of her subsidiaries. Jade-

man, owner ofthe Tin Tin
Daily, one of Hong Kong's top

three Chinese language news-
papers, has just launched the

Nanhwa Jinji Ribao, or South
China Economic Daily. It will

focus on business in China and
the country’s economic devel-

opment. Initially, it will sell in

Hong Kong and south-east

Asia. But. says Miss Aw:
“When the opportunity arises,

we hope we can sell it in China
- when, that is, it is acceptable

to them."

So for. she has committed
about HK$250m to business
ventures on the mainland,
which underlines her confi-

dence in China's future.

Echoing sentiments often

heard in Hong Kong and on
the mainland, she observes
about China's economic
reforms: “They are heading In

the right direction as long as

they don't go too fast. Russia
had political change before eco-

nomic change - that's why
they have such problems.
China has done it the other

way around.

“I don't think they will, or

can. return to the past," she
adds.

With the pragmatism typical

of the Hong Kong Chinese
business community, she adds:

“The government is changing
and they realise that they have
to change their economic
thinking. I think there is a
great future In China, and I

have every confidence that we
can do business there, espe-

cially now that a lot of western
people are going to China to do
business."

For Miss Aw, her return to

China also meant a chance to

finish business left incomplete

Search for the party glue

T
he reform of Italy's

electoral law, widely
regarded as an essen-

tial step to the salvag-

ing of the political system, has
now passed its first hurdles in

the two houses oE parliament.

Some problems remain; but
there is a reasonable probabil-

ity that Italy is about to move
from a voting system which
has been wholly based on pro-

portional representation, to

one which will be mainly based
on first-past-the-post.

The objective of the reform-

ers is to weaken the power of
the discredited political par-
ties. In a voting system which
is wholly proportional, the vot-

ers' options (that is, the lists of
candidates) are determined by
the parties. They thus control

the political system, and
become the nexus for a vast

network of patronage. The
wholesale corruption rampant
in Italy Is the logical end-
product.

Unfortunately, there are at

least two reasons for doubting
whether this reform will he
enough to provide a solution to

the problem. First, the new law
still contains a significant ele-

ment of proportional represen-
tation; three-quarters of the

seats will be filled by single-

member constituencies, but
one-quarter will be filled by
PR.

• The ostensible reason for

this residual hold-over is to

protect the little parties, which
might be wiped out in first-

past-the-post voting. But the

most important consequence
will be to load the odds criti-

cally in favour of the party sys-

tem as such, and against the

candidacies of independent pol-

iticians.

Considering that one-sixth of

IAN DAVIDSON
on

EUROPE

all members of parliament are

now under some form of inves-

tigation for corruption, it is

arguable that political reform
depends on a for-reaching
clean-out of the old cast of
characters, and their replace-

ment by new politicians who
are untainted either personally
or by association. But the only
people who will be penalised
by the new law will be inde-

pendent candidates, since they
cannot benefit from the resid-

ual PR votes.

But the other reason for

scepticism is that modem par-

liamentary democracy cannot
work without organised politi-

cal parties. The political par-

ties which have dominated the
scene since the second world
war may be the source of
Italy's political crisis; but the

logical conclusion is not a par-

liamentary system which does
not depend on political parties

(a contradiction in terms), but
one where the parties are
reformed and uncontaminated.

Believing in the attainability

of this second alternative

requires optimism on a heroic

scale. Who will be the politi-

cians in these utopian parties?

Whom will they represent?

And what will be their mes-

sage?

It is questions such as these

which are being anxiously
addressed by the French
Socialists, in the wake of their

comprehensive defeat in the

March general elections. This
weekend they have been bold-

ing a large-scale think-m in

Lyons; In October they will

hold a formal party congress to

adopt new party statutes; and
some time later they plan to

stage a more broadly based
debate, with potential allies

from other parte of the politi-

cal spectrum.

They do not yet have
answers to the strategic ques-
tions listed above. When
Michel Rocard first called for a
sweeping rethink of the party's

future, he admitted that the
Socialists had lost both their

traditional message and their

traditional constituency. He
has since publicly confessed
that the government he led in

1988-91 signally failed to pro-

vide socialist remedies for low
growth and high unemploy-
ment But he made no sugges-

tion that he would have better

socialist remedies today.

He has implied that the way
forward would lie through alli-

ances with ex-communists,
ecologists, centrists. But so far

it seems that electoral tactics,

the rewriting of the party rule-

book, and haggling over the
party hierarchy are taking pri-

ority over strategy and ideol-

ogy.

Cynics will jeer that the ‘dis-

array of the Socialists is

merely the inevitable conse-

quence of the disarray of
socialism, four years after the
foil of the Berlin Wall. There is

no doubt a good deal in this

argument; but it may be the

Socialists’ problem is just an
early and acute form Of a sys-

temic dilemma facing most
political parties in the closing

decade of the 20th century.
That dilemma is finding the
glue to hold the activists

together and attract the voters.

One kind of party is held
together by common interests,

plus the promise of patronage
after the conquest of power for

example, the interests of farm-

ers, or the industrial proletar-

iat. Another kind is based on a
shared ideology, like socialism
(.plus, of course, patronage).
Third, there may be a common
enemy, like conservative hos-

tility to socialism, or national
hostility to foreigners, or
regional hostility to the centre

(plus patronage). Fourth, there
is pure patronage as the only
glue; that may describe the
present rationale of most Ital-

ian national parties. Fifth,

there is the presidential sys-

tem, where the party's main
organising principle is to sup-
port a charismatic leader (plus

patronage); this is characteris-
tic of the US.

The problem for parliamen-
tary democracy today is that
the first two types of glue have
progressively disintegrated:

complex societies do not have
large and homogeneous com-
mon-interest groups, and no-
one is turned on by ideology.

Pure clientelism can work for a
while, as in Japan and Italy;

but time and excess cause it to

explode. As a result, countries

without a presidential system,
may by default find themselves
driven into the politics of

enmity.

Mr Rocard wants to reinvent

socialism; but the real fault-

line in European politics may-
lie between the rationalists,

the nationalists and the inter-

nationalists.

in 1949. Before the Communists
assumed power in that year,

her father had donated enough
money to the Kuomingtang
government to build 100
schools and 100 hospitals. "The
money was given, but nothing
came of it because of the civil

war," she says.

She plans to incorporate a
foundation in China into which
she will place all property
assets the Communist govern-

ment has returned to her. The
foundation will fund projects

in the arts, education and med-
icine. For her ancestral village,

she plans to complete the man.
sion her father started before

1949 and turn it over for use as

a cultural centre.

Why? “Well, because my
father was a staunch Chinese
and very supportive of China.

He felt that, if he earned
money from business in China,

he might as well do things to

benefit the Chinese people.

Now I will just have to do what
I can with the money we
have.”

Dreaming of a

perfect

D addy, why are the

world's leaders

going to Prague for

an economic sum-
mit?"
'

“It's a tradition - an excuse

for a pleasant vacation. The
leaders converge on one of the

rit-Hogt capitals and talk about

anything under the sun. Usu-

ally they go to Asia but Prague

is now as chic as Beijing.”

“But why is it called an eco-

nomic summit? Politicians

don't have anything to do with

economics - do they?"

“Of course they don’t But
when these summits began in

the late 1970s - that would be
well over Half a century ago -

governments intervened in

nearly all aspects of economic
life. They also quarrelled a lot

about economic issues. The
summits were meant to reduce

friction and enhance “global

cooperation”.
"What did they quarrel

about most?"
"Trade. I know this sounds

crazy but in those days every
country used to impose tariffs

(that is, taxes) on imports from
trading partners. These were
often very high. They also

imposed quotas - a specific

limit on the volume of goods or
share of a market that a com-
petitor could have.”

"You mean we would have
had to pay extra for our Chi-

nese hover car?"

"Exactly. These restrictions

were illogical. Nobody would
have dreamed of imposing
them on trade between regions

of their own country, to their

hearts the politicians knew
they made everybody poorer
but, selfishly, they stiil put the

short-run interests oftheir own
countries first. They were wor-

ried that rising imports would
create unemployment.”
"What is that? I know some

people get their incomes
topped up out of taxes but
unemployment is a contradic-

tion in toms - wages would
always foil to whatever level is

needed to employ everybody.”

“They didn’t then because
people would not accept that

the value of different jobs is

always varying. Wages were
not allowed to fall because peo-

ple thought the world 'owed

Ofbroking andjobbing the Pelikan sfond.
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ACROSS
1 Obtaining the alriU to build

Invasion vessels (7,5)

10 Understanding one takes
things off CD

11 Forecasters use small, round-
ish ships, avoiding odd front

(7)

12 Make authoritative derision,
for example, this way (3-2)

13 Suffocation predicament
reported in continent (8)

15 Plant expert takes child's
place on island (10)

16 Likelihood on Sunday is

unusual (4)

18 Hit with piece of hose (4)

20 Close result do)
22 Drink is Theban originally (B)

24 Stone thrown to start attack
(5)

26 Hot spots in which king is

protected by subjects (7)

27 There are more lines on old
fruit (7)

28 But a charge for sitting as
Independent? (12)

DOWN
Chemical analyst like the
Speaker (7)

3 Dog rodeo badly presented by
well-intentioned person (2-6)

4 No note in register (4)

5 Bad-tempered fellow Irishman
at front of church supporting
crucifix (10)

6 Make embarrassed answer
and go (5)

7 Sent message: delete arrange-
ment about voter’s marie (7)

8 Suitable stretch of beach
begins operating in spas-
modic spells (4,3,6)

9 I race after donkey twice -

it's killing (13)

M Suggested explanation for

syringe found by the sister

(10)
17 Adapted oneself to home

(Urdu translation) (8)

19 Start like a sailor, finish like

a knitter (<U)
21 Almost offend in giving dia-

betic treatment (7)

23 Natural drinking water is

drawn np (5)

25 Two miles covered by each

girl (4)

The solution to last Saturday’s

prize pnzzle will be published
with names of winners on Sat-

urday July 17.

MICHAEL PROWSE
on

AMERICA

them’ a certain living stan-

dard.”
j t

“What else was discussed at

these summits?"
“Fiscal policy was always a

contentious issue. By the 1980s

economists were agreed that

policy lags and the unpredict-

ability of business cycles

meant it was useless to try to

fine-tune economies by deliber-

ately running budget deficits

or surpluses. But politicians

(especially Americans) still

used to demand that other

countries provide a stimulus

by loosening fiscal policy. And
most countries routinely spent

more than they raised in taxes,

thus shifting financial burdens

onto future generations who
didn't have a vote."

“You’re jolting. That would

be unethical You mean there

wasn't a balanced budget law?”

“Your economic history is

lousy. You should know that

didn’t happen until the early

years of this century. Monetary
policy was also a chronic

source of friction. At the sum-
mits, politicians wens always

complaining that somebody
else's interest rates were too

high or too low."

“Now you're really pulling

my leg. Governments don’t

control interest rates. The cre-

ation of money, and the man-
agement of its purchasing
power, is a private-sector func-

tion."

“What a parade of ignorance,

to the 20th century national
institutions called central

banks enjoyed monopoly rights

to print money/ A few were
nominally Independent but
most had to obey the politi-

cians who invariably wanted
more rather than less of it.

That's why there was so much

PHea Ur MM*,DmM lor*
MMMinwmti
n Englm and wm

hMHtola

0030
0100
0130
OZO0
0230
0300
0330
0400
040
0500
0530
0600
0630
0700
0730
am
0B30
0900
0930
1000
1030
iiaa
1130
1200
1230
1300
1330
1400
1430
1500
1530
1600
1630
1700
1730
1800
1830
1900
1830
2000
2030
2100
2130
2200
2230
2300
2330
2400

7qaag flaftffJS

PTM
t/55S

2080
2048
1X00
1090
1090
17-08

17.87
17.97

17.87
17.97

17-97

17.97
17-94

17-94

14.16
19.03

21.74

21.75
21.75
30.13
2033
28.78
27.78

33^4
3&44
33.44
26-78
21.75

2XS4
21.73
18.07

7007
18.07

21.75
21 .75

21.75

21JS
21.75
21.75

21.73
21.73
21.73
21.75
2900
41.88
4109
2530
ia.ii

optwo
Pool

GMun
20.60
17.98
33.00

33.00
17.95

33.00
3100
3X0Q
33.00

33.00

3300
33.00
334)0
33.00
33.00
19 02
19.18

21.42
22-06
24.11
34.11

27.06
28.05
30.41
33.00

33 00
2ft05
27.08

22-06
18.04
•p OQ

33.00
3300
3300
18.04

21.76
21.78
21.78
21.78

21.76

22.08
22.18
2706
46.78
48.78
48.78
win
21.76

CIMHh

2350
1788
3300
3300
17.45

33.00
3100
3300
33 00
3300
3300
33.00
33.00
3100
33.00
24-83
24.98

27 33
2749
30.05
30.01

3X00
34.10

38.56

3905
3008
34.14

3X14
2706
18104

3X00
33.00

3100
3X00
102)4

27.84
27.63
2709
27-53

27.53
2757
27.95
3104

MM wonnMM pod Vtom Ur an? H*r MrgKmBMWpUIIVMw.FSlpgS
Brteo. — —a —OB »wMw *00 glm Pfcu

inflation in those years for

your information inflation

means a steady rise in the

overall level of prices."

"What a strange idea. You

mean your income wouM’have

to rise every year just tfr'kMp

pace with prices? Bat since

even in those days most coun-

tries had faith in markets,Why

on earth did they think private

agencies were incapable of

managing money creation?

Why did they think people

would be more responsible if

they wore public-sector bats?

“It’s a long story. One worry

was that if a private bank was
allowed to produce its own
money, it would overdo it and

create terrible inflation. That

was a stupid argument, of

course, because nobody would,

want to hold money that loses

value. As we have discovered

in the last few decades cf "free

banking”, the market monitors

the purchasing power of differ-

ent private monies closely. As

soon as one shows any signs of

losing its value, it is threat-

ened with bankruptcy."

“You mean like Greenback

Inc that had to be taken over

by that Korean company?"
“Yes. But compared with the

instability of the 20th century,

we've had only minor, hic-

coughs with competing private

monies. The price level has

barely moved in 30 years.

That’s hardly surprising; the

scientific challenge of stabilis-

ing the purchasing power of

money is not really so great

The tough problem was per-

suading governments to sur-

render a power they relished."

“Wow. those 20th century

guys were dumb."
"They were, but then they

never really grasped the char-

acter of a market system. We
see it as a spontaneous self-or-

dering mechanism and let it do
virtually everything for us. But
they saw it more like a bit of

defective physical machinery
with levers that had to be pul-

led and pushed. Ironically, the

ex-communists provided the
impetus for reform. With the

enthusiasm of the religious

convert they pushed for a truly

unhampered market system.
Once we got over the shock,

we never looked hack.”.
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0030 1109 21/42 26.83

0)00 1604 17.38 17-B8

0130 iao« 17 96 1796
0200 18XW 1709 17.99

0230 1O0» 1709 1709
0300 1X04 17.99 17.99

0330 18-04 17.99 17.99

0400 18.0* 17.99 1709
0430 18.04 17 99 1709
0500 18.04 17 99 17.90

0530 18-0* 1801 1001
0600 1801 34.00 34.00
0830 iain 3*00 3*00
0700 1900 3X00 38 BZ
0730 28 54 24.55 2076
0800 2884 23.94 2088
0830 2&SB 2408 29.91

0900 28.90 27 69 32.78
09)0 30.71 2097 32.03
1000 3076 2704 3X06
1030 3061 29.00 34.17
1100 34 33 29.07 34J5
1130 34/47 29.17 3437.
1200 3435 3X75 39.17
1230 34/48 33.65 3905
1300 34.33 3X«7 3074
JJJO 29.06 38J4 XTO*
1400 29.00 2025 31.12
1430 M-B7 2622 31.10
1500 2098 25.19 3003
1530 2024 25.19

.
3002

1600 28.97 25.22 30.08
1830 3-U* 2530 31.19
1700 34 88 3X19 3030
1730 04*2 3X13 3022
1800 2002 2018 31.03
1830 2507 2806 3003
1900 2507 26.06 3004
1930 25.67 2005 3005
WOO 2507 2005 3008
2030 25.67 2163 28.86
2100 soar 2303 2086
2130 2404 2005 3096
2200 3X90 37.00 42.39
2230 SC DO 3700 42-88
2300 35.00 37,60 4201
2330 2000 2076
2400 19 X 22.17 27.11
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